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Before the 

SURFACE TRANSPORTATION BOARD 

353^/3 
STB FINANCE DOCKET NO: •35340 • 

SUSQUEHANNA UNION RAILROAD COMPANY 
-CONTROL EXEMPTION -

NORTH SHORE RAILROAD COMPANY, NITTANY & BALD EAGLE RAILROAD 
COMPANY, SHAMOKIN VALLEY RAILROAD COMPANY, JUNLVTA VALLEY 
RAILROAD COMPANY, LYCOMING VALLEY RAILROAD COMPANY, AND 

UNION COUNTY INDUSTRIAL RAILROAD COMPANY 

PETITION FOR EXEMPTION 

I. INTRODUCTION 

Pursuant to 49 U.S.C. §10502 and 49 C.F.R. §1121.1 et seq. Susquehanna Union 

Railroad Company ("SURC") a nonoperating holding company owned 100% by Mr. 

Richard D. Robey, petitions for exemption fix)m the prior approval requirements of 49 

U.S.C. §11323(a)(4) in order to permit SURC to acquire 100% stock control of six Class 

in railroads ("North Shore Railroad System Carriers") presently owned and controlled 

100% by Richard D. Robey. 

SURC plans to consummate the stock acquisition ofthe six North Shore Raihroad 

System carriers subsequent to the Board's issuance of a decision granting the exemption 

in this matter. While this control transaction would normally be subject to the Board's 

Notice of Exemption regulations under 49 C.F.R. §1180.2(d)(3), SURC petitions the 

Board to review and exempt this transaction and to preempt and nullify under 49 U.S.C. 

§11321(a) certain provisions ofthe December 13,2006 Operating Agreement between 

the SEDA-COG Joint Rail Authority ("JRA") and five ofthe North Shore Railroad 

System carriers which operate JRA owned lines. As explained by the Verified Statement 



of Richard D. Robey, preemption and nuUification of these contractual provisions are 

necessary in order to permit the Board to exercise its exclusive jurisdiction to exempt and 

allow the prompt implementation ofthis nominal acquisition of control transaction. 

The name and address ofthe Petitioner is as follows: 

Susquehanna Union Railroad Company 
356 Priestley Avenue 
Northumberland, PA 17857 

Questions and correspondence conceming this Petition should be sent to the 

representative of SURC at the following address: 

Richard R. Wilson, Esq. 
518N. Center Street, Ste. 1 
Ebensburg, PA 15937 
(814)419-8152 

II. JRA CONDUCT 

For over twenty-five years, 'the System carriers have provided common carrier 

rail service on JRA owned rail lines imder the terms of an Operating Agreement with 

JRA which was most recently renegotiated and extended to 2017 on December 13,2006. 

Under the terms ofthis agreement, JRA incurs an implied contractual obligation of good 

faith and fair dealing in the performance and enforcement ofthis agreement. Giant Food 

Stores. LLC v. THF Silver Springs Development. L.P.. 959 A2d 438 (Pa. Super. 2008) 

The JRA Board stands in a fiduciary relationship to the public and their decisions and 

conduct must be guided by good faith, fair dealing, integrity and soimd judgment. 

Schwartz v. Urban Redevelopment Assn.. 411 Pa. 530, 536,192 A2d 371,374 (1963); 

Aeiljg Bros. Co. Inc. v. Kohler. 366 Pa. 72,77-78; 26 A2d 613,616 (1950). 

A detailed history of JRA's rail line acquisitions is available at www.sedacograil.com. 

http://www.sedacograil.com


The conduct and decisions ofthe JRA Board in response to Mr. Robey's request 

for JRA approval ofthe SURC acquisition of control transaction conclusively 

demonstrate that the JRA Board has failed to conform to these legal standards in its 

performance of its contractual and fiduciary obligations. The JRA Board's use ofthe 

oppressive tactics described by Mr. Robey to gain control over the System carriers' track 

maintenance tax credits smacks of coercion and duress and constitutes an unreasonable 

practice in violation of 49 U.S.C. §10701. However, the Board need not, in this 

proceeding, address the legality yel non of JRA's actions. 

Rather, SURC, the System carriers and Richard D. Robey request that the Board, 

in considering this exemption petition, confirm the preemption and nullification ofthe 

provisions ofthe December 13,2006 Operating Agreement requiring System carriers to 

obtain JRA prior approval ofany change of control transaction over which the Board has 

exclusive jurisdiction so that this change of control transaction can be exempted and 

implemented without violating the provisions of the Operating Agreement and 

constituting an event of defauh under Section 23 ofthe Operating Agreement. 

III. STB PREEMPTION AND CONTRACTUAL NULIFICATION AUTHORITY 

Ample statutory, judicial and administrative authority supports the relief sought 

by SURC. 49 U.S.C. §11321 specifically prohibits any requirement for a corporation or a 

rail carrier to obtain approval from a state authority for a Section 11323 change of control 

transaction. 49 U.S.C. §11321(a) provides that a person participating in a transaction 

approved by the Board under 49 U.S.C. §11321-25 "is exempt firom the anti-tmst laws 

and all other law... as necessary to let that... person carry out the transaction". Since the 

exemption from all other law "is broad enough to include laws that govem the obligations 



imposed by contract," the exemption "effects an override of contractual obligations, as 

necessary to carry out an approved transaction, by suspending application ofthe law that 

makes the contract binding." Accordingly, 49 U.S.C. §11321(a) preemption of "all other 

law" effectively nullifies contract terms as well as laws, provided the nullification ofany 

particular contract provision is necessary to let a person participating in a Board approved 

§11321-25 transaction carry out the transaction. Norfolk and Westem R. Co. v. Am. 

Train Dispatchers Ass'n. 499 U.S. 117,129-30(1991). See also Swoneer v. Surface 

Transportation Board. 265 F.3d 1135 (CA. 10 2001) cert, denied 122 S. Ct. 1908, 535 

U.S. 1053; American Train Dispatchers Ass'n. v. ICC. 26 F.3d 1157,307 U.S. App. D.C. 

93 (C.A.D.C. 1994); Citv of Palestine. Texas v. U.S.. 559 F.2d 408 (CA. 5 Tex. 1977), 

cert, denied 98 S. CL 1576,435 U.S. 1950; Spauldine v. United Transportation Union. 

279 F.3d 901 (CA. 10 2002) cert, denied 123 S. Ct 84,537 U.S. 816. See also 

Consolidated Coal Sales Companv v. Consolidated Rail Corporation. STB Finance 

Docket No. 34169,2002 W.L. 1046015 (May 24,2002) finding that Conrail's obligations 

under a 1991 and a 1992 agreement were preempted by 49 U.S.C. §11321(a) relieving 

Conrail from certain minimum fee obligations under those agreements and noting that 

those contract provisions were at odds with 49 U.S.C. §11321(a) which exempts rail 

carriers from all laws, including laws goveming contracts, as necessary to allow carriers 

in a Board approved consolidation to carry out the consolidation transaction. In CSX 

Corporation and CSX Transportation. Inc. - Control and Merger - Consolidated Rail 

Corooration. 1997 W.L. 5993 STB Finance Docket No. 33220 (January 8,1997), the 

Board reemphasize that... the preemptive, immunizing force of 49 U.S.C. §11321(a) can 



preempt contractual rights... if necessary to permit a Board-approved transaction to go 

forward. 

Moreover, Section 11321 preemption is self executing. As Justice Stevens 

explained. Section 11321's predecessor. Section 11341 "does not condition exemptions 

on the ICC's announcing that a particular exemption is necessary to an approved 

transaction... The breadth ofthe exemption is defined by the scope ofthe approved 

transaction, and no explicit annoimcement of exemption is required to make the statute 

applicable." ICC v. Bhd. Of Locomotive Ene'rs. 482 U.S. 270,298 (1987) (Stevens, J., 

concurring) (footnote omitted). See also Bhd. of Locomotive Enp'rs. v. Boston & Maine 

Coro.. 788 F.2d 794,801 (l" Cir. 1986) (noting self-executing nature of section 11341); 

Bhd. of Locomotive Ene'rs v. Chicago & N.W. Rv. Co.. 314 F.2d 424,432 (8* Cir. 

1963) (same). To that end, the Board has never required that railroads identify at the time 

a transaction is approved every law or contract that might be preempted by the Board's 

approval ofthe transaction. See e.g. CSX Corp. - Control - Chessie Svs.. Inc.. & 

Seaboard Coast Lines Indus.. 8 I.C.C. 2d 715,723 n.l2 (1992). Thus, not withstanding 

the terms ofthe Operating Agreement, JRA may exercise no contractual preapproved 

rights over a change of control transaction that is subject to the exclusive jurisdiction of 

the STB under 49 U.S.C. § 11321. 

By seeking Board confirmation ofthe preemption and nullification ofthe terms of 

Sections 1,4 and 23 ofthe Operating Agreement that require JRA preapproval ofthis 

change of control, SURC seeks to resolve this issue with JRA and preserve the 25 year 

public private partnership with JRA which has served the rail shippers of Central 

Peimsylvania so well. Nor does nullification of these Operating Agreement provisions 



leave JRA's legitimate interests in qualified and financially responsible operation of its 

rail lines unprotected. JRA can participate and protect its interests in any STB change of 

control proceeding initiated by SURC and the North Shore Railroad System carriers and 

JRA can request the Board impose protective conditions to address any appropriate 

concem JRA may have regarding a proposed change of control transaction. What JRA 

should not be able to do is use the terms ofthe Operating Agreement to arrogate to itself 

the exclusive powers ofthe Board and obstmct SURC and the North Shore Railroad 

System carriers from implementing a change of control transaction imder the 

circumstances described above. 

rv. BASIS FOR EXEMPTION 

Because it will obtain control of at least two common carrier raikoads, SURC 

must obtain Board approval ofthis proposed transaction. 49 U.S.C. §11323(a)(4). 

However, the Board is required to exempt an acquisition of control fix)m regulation and 

the prior-approval requirement where the Board finds that regulation: 

(1) is not necessary to carry out the transportation policy of section 
10101 ofthis title; and 

(2) either— 

(A) the transaction or services of limited scope; or 

(B) the application in whole or in part ofthe provision is not needed 
to protect shippers from an abusive market power. 

49 U.S.C. § 10502(a). 

The Board will issue an exemption that exempts an entity from the requirement to 

obtain prior approval where the transaction is within a corporate family that does not 

result in adverse changes in service levels, significant operational changes or a change in 



the competitive balance with carriers outside the corporate family. 49 C.F.R. 

§1180.2(d)(3). While no such changes will result from the proposed transaction, neither 

SURC nor the North Shore Railroad System carriers wish to implement this change of 

control transaction in violation ofthe Operating Agreement with JRA. Thus, out of an 

abundance of caution, SURC is filing this Petition for Exemption to confirm, pursuant to 

49 U.S.C. §§10502 and 11321(a), the nuUification ofthe provisions ofthe December 13, 

2006 Operating Agreement with JRA that could impede the implementation ofthis 

transaction and then to obtain an exemption for the change of control transaction by 

which SURC will acquire 100% stock ownership of North Shore Railroad System 

carriers. 

A. The Board's prior approval is not required to carry out the national 
transportation policv 

Detailed scmtiny ofthe transaction, through an application for review and 

approval under §11323(a)(4), is not necessary to carry out the rail transportation policy 

("RTP") established in 49 U.S.C. §10101. To the contrary, exemption fixjm prior 

approval will promote the policies in the RTP. 

Use of an exemption process rather than an application process will advance 

several aspects ofthe RTP. Such a procedure will "minimize the need for Federal 

regulatory control over the rail transportation system" (49 U.S.C. §10101(2)), "reduce 

regulatory barriers to entry into and exit from the industry" (49 U.S.C. §10101(7)), and 

"provide for the expeditious handling and resolution of all proceedings required or 

permitted to be brought under this part" (49 U.S.C. §10101(15)). On the other hand, 

requiring SURC to obtain prior approval by means of an application will fiiistrate that 

policy of regulatory minimization. Genesee & Wyoming Inc. - Continuance in Control 



Exemption - Chattahoochee Bav Railroad. Inc.. STB Finance Docket No. 34913 (served 

Nov. 9,2006). It will also place unwarranted regulatory burdens in the way of Mr. 

Robey to restmcture his corporate ownership of his railroads. StatesRail. Inc. -

Acquisition of Control Exemption - Kyle Railways. Inc.. STB Finance Docket Np. 33340 

(served Apr. 17,1997). 

The decision to allow the six North Shore Railroad System carriers to be 

consolidated under a nonoperating holding company will also substantively advance the 

national RTP. Such a transaction will "ensure the development and continuation ofa 

sound rail transportation system with effective competition among rail carriers" (49 

U.S.C. §10101(4)), and "foster sound economic conditions in transportation" (49 U.S.C. 

§ 10101 (9)). In particular, the proposed change of control will enhance the efficient 

management of those railroads, to the benefit ofthe shippers that use the North Shore 

Railroad System carriers. Genessee & Wyoming. Inc. - Continuance in Control 

Exemption - Chattahoochee Bay Railroad. Inc.. STB Finance Docket No. 34913 (served 

Nov. 9,2006). 

Other aspects ofthe RTP will not be adversely affected. 

B. The Board's prior approval is not required to protect shippers fiom the 
abuse of market power 

The proposed transaction does not involve a change in rail operations or a 

lessening of competition. As such, the proposed transaction raises no specter of market 

power, and the Board should exempt SURC fi-om the requirement of prior Board 

approval. 



At the same time, shippers can expect that benefits will come from being on the 

SURC system in the form of stronger financial resources, enhanced management support 

for operations and safety systems, and a more effective relationship with Class I 

railroads. 

C The Board's prior approval is not required because the transaction is of 
limited scope 

Because regulation is not necessary to protect shippers Smm the abuse of market 

power, the Board need not address the factor of whether the transaction is of limited 

scope. Ft. Worth & Westem Railroad Co.. Inc. - Lease Exemption - St. Louis 

Southwestem Railwav Co.. STB Finance Docket No. 32955 (served Sept. 5,1996). 

Nevertheless, the plaimed transaction is also of limited scope, affecting only a nominal 

change of control by means of a nonoperating holding company which will be 100% 

owned and controlled by Richard D. Robey. 

Moreover, the railroads being acquired operate on short stretches of line that do 

no exceed 60 miles. See Exhibit A and Exhibit A to the December 18,2006 Operating 

Agreement. Further, this is simply a change in control proceeding and there will be no 

significant operational changes that will flow firom it. As noted above, SURC believes 

that this transaction falls within the class exemption available for the acquisition of 

control within a corporate family and for that additional reason this transaction is of 

limited scope. 

V. ENVIRONMENTAL AND HISTORICAL REPORTS 

No environmental analysis under the National Environmental Policy Act need be 

prepared because the proposed transaction will not involve significant changes in carrier 



operations, as defined in 49 C.F.R. §1105.7(e)(4,5). 49 C.F.R. §1105.6(c)(2). Likewise, 

a historic report under the National Historic Preservation Act is not required for two 

reasons. First, there are no plans to alter properties subject to Board justification that are 

50 years old or older. 49 C.F.R. §1105.8(b)(1). Second, this control transaction will not 

substantially change the level of maintenance of railroad property. 49 C.F.R. 

§1105.8(b)(3). 

VI. CONCLUSION 

For the foregoing reasons, SURC respectfully requests that pursuant to 49 U.S.C. 

§§10501(b) and 11321(b) the Board confirm the preemption and nullification of Sections 

1,4, and 25 (a)(viii) ofthe Operating Agreement with JRA that would impede 

implementation ofthis change of control transaction and exempt SURC's acquisition of 

stock control ofthe North Shore Railroad System Carriers from regulation under 49 

U.S.C. §10502. 

Respectfully submitted, 

RICHARD R. WILSON, P.C. 

R. Wilson, Esq. 
Attomey for Attomey for Susquehanna 
Union Railroad Company and North Shore 
Railroad System Carriers 

RICHARD R. WILSON, P.C. 
518 N. Center Street, Suite 1 
Ebensburg, PA 15931 
(814)419-8152 
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Before the 

SURFACE TRANSPORTATION BOARD 

STB FINANCE DOCKET NO: 35340 

SUSQUEHANNA UNION RAILROAD COMPANY 
-CONTROL EXEMPTION -

NORTH SHORE RAILROAD COMPANY, NITTANY & BALD EAGLE RAILROAD 
COMPANY, SHAMOKIN VALLEY RAILROAD COMPANY, JUNL\TA VALLEY 
RAILROAD COMPANY, LYCOMING VALLEY RAILROAD COMPANY, AND 

UNION COUNTY INDUSTRL^L RAILROAD COMPANY 

VERIFIED STATEMENT OF RICHARD D. ROBEY 
(IN SUPPORT FOR PETITION FOR EXEMPTION) 

I. INTRODUCTION 

My name is Richard D. Robey and I am Chairman, Chief Executive Officer and 

the sole owner of North Shore Railroad Company, Nittany and Bald Eagle Railroad 

Company, Shamokin Valley Railroad Company, Lycoming Valley Railroad Company, 

Juniata Valley Railroad Company, and Union County Industrial Railroad Company. I am 

also the sole owner of Susquehaima Union Railroad Company. I am authorized to make 

this Verified Statement in support ofthe Susquehanna Union Railroad Company Petition 

for Exemption. 

II. THE NORTH SHORE RAILROAD SYSTEM 

The first five railroad companies listed above lease and operate five separate lines 

of raihoad owned by SEDA-COG Joint Rail Authority ("JRA"), a Pennsylvania 

municipal authority created under the Pennsylvania Municipal Authorities Act. These 

five rail lines are all former properties of Consolidated Rail Corporation which connect 

with Norfolk Southem lines in Central Pennsylvania. The lines were acquired firom 



Conrail by JRA between 1984 and 1996 and all the railroads except the Juniata Valley 

Railroad Company are coimected by trackage rights over Norfolk Southem's 

Harrisburg/Buffalo line. The Juniata Valley Railroad Company connects with the 

Norfolk Southem Pittsburgh-Harrisburg main line. The Union County Industrial 

Railroad Company operates the line of railroad in Union County Pennsylvania which is 

owned by the West Shore Railroad Company and the Lewisburg and Buffalo Creek 

Raihroad Company. I own no interest in either of these nonoperating railroads. 

Collectively, my railroad companies are known as the North Shore Railroad System. 

In August 1984, the North Shore Railroad Company conunenced operating the 

line between Northumberland and Berwick, PA which was acquired by JRA from 

Conrail. In 1984, JRA also acquired the Conrail lines between Tyrone and Lock Haven, 

PA and Nittany and Bald Eagle Railroad Company began operating that line in 1984. In 

1988, JRA acquired the Shamokin Valley line and Shamokin Valley Railroad Company 

commenced operating that line between Sunbury and Mt. Carmel, PA. In August 1996, 

JRA acquired the Juniata Valley Railroad line and the Lycoming Valley Raihroad line 

firom Conrail and these two railroad companies commenced operation of those lines at the 

same time. A map of these lines is attached at Exhibit A.' 

Over the past 25 years, the North Shore Railroad System carriers (hereinafter 

"System carriers") and JRA have forged an effective public private partnership which has 

successfully preserved, rebuilt, maintained and increased shipper generated traffic on 

these lines. The North Shore Railroad System handled 1500 car loads of traffic during 

the first year of operations and in 2008, rail traffic on the five JRA lines operated by the 

The ICC/STB Docket Numbers for the acquisition and operation proceedings for each ofthe JRA lines 
are noted on Page 1 ofthe December 13, 2006 Operating Agreement. See Exhibit B. 



System carriers exceeded 22,400 car loads and generated $8,883,800.00 in freight 

revenues, 10% of which was paid to JRA as an operating fee under the provisions ofthe 

Operating Agreement between the five operating railroads and JRA. In 2006, the five 

North Shore Railroad System carriers and JRA renegotiated and extended the Operating 

Agreement for JRA lines until 2017 and the agreement was filed with the Surface 

Transportation Board. Under Section 13 of the Operating Agreement, the System carriers 

assumed maintenance responsibilities for the five JRA owned Hnes under enhanced FRA 

track standards and under Section 14 JRA agreed to be solely responsible for all capital 

improvements. A copy ofthe December 13,2006 renegotiated Operating Agreement is 

attached to this Petition for Exemption as Exhibit B. 

The six North Shore Raihoad System carriers are operated from a central office in 

Northumberland, Pennsylvania and share a conmion management staff which I lead. 

Locomotives and track maintenance equipment are owned by an affiliated company and 

locomotives are identified by different paint schemes for each operating railroad 

company. Significant management, budgeting, maintenance and operational functions 

for all six System railroads takes place at the central headquarters in Northumberland, 

Pennsylvania. Accounting, clerical, car management, purchasing, human relations and 

related functions are also centralized in Northumberland as are maintenance of way and 

signal activities for all six railroads. 

The marketing activities for all six railroads are also coordinated and directed 

from our headquarters in Northumberland, PA. Customers for all railroads call into the 

Northumberland office for commercial transactions, rate quotations and operational 

service matters. In 2006 and 2007, North Shore Railroad System carriers were 



recognized by Norfolk Southem Corporation for exceptional traffic growth, business 

development and operated efficiencies as indicated by the press releases attached hereto 

as Exhibit C 

III. THE CHANGE OF CONTROL TRANSACTION 

In order to conform the corporate stmcture of my six railroad companies with 

their day to day functional management and operations, in 2008,1 decided to consolidate 

100% stock control of my railroad companies in a nonoperating corporate holding 

company, Susquehaima Union Railroad Company ("SURC").̂  This nominal change of 

control transaction will involve my noncash tender to SURC of 100% of my shares of 

System Carrier stock in exchange for additional shares of SURC. I will thereby own and 

control the six North Shore Railroad System carriers through SURC. This will improve 

our abihty to provide consolidated management and administration of all six System 

carriers. 

Upon the consummation ofthis transaction, I intend to provide members of my 

management staff an opportunity to acquire an equity interest in SURC in recognition of 

their many years of commitment and dedication to the System carriers. However, I will 

continue to retain 100% voting control of SURC for the immediate future. 

IV. THE DECEMBER 13. 2006 OPERATING AGREEMENT 

During the negotiation of Sections 1,4, and 23(a)(viii) ofthe December 13,2006 

Operating Agreement, JRA insisted that it be granted prior approval rights ofany change 

of control transaction for the North Shore Railroad System carriers in order to assure 

^ In January 2006, SURC, incorrectly identified as Susquehanna Valley Raihoad Company, sought a Notice 
of Exen^tion to control seven Class III carriers including the North Shore Railroad System carriers in STB 
Finance Docket No. 34806 but subsequently notified the Board that it would not consummate the exempt 
change of control transaction given a decision to retain the existing corporate ownership ofthe North Shore 
Railroad System Carriers pending negotiation ofthe December 13,2006 Operating Agreement with JRA. 



qualified and financially responsible operation of its rail lines. Additionally, under 

Section 25 ofthe Operating Agreement, the parties also agreed that the Operating 

Agreement would be subject to the "order, mles, and regulations of appropriate 

regulatory authorities, including the STB having jurisdiction over the parties." In the 

exercise of these contractual rights, JRA as a Pennsylvania municipal authority and as a 

signatory to this agreement incurs both contractual and fiduciary obligations of good faith 

and fair dealing. As a common carrier rail line owner, JRA is also subject to provisions 

ofthe ICC Termination Act of 1995 including those pertaining to acquisition of control 

transactions and may not unreasonably withhold its approval of legitimate change of 

control transactions. 

Unfortunately, despite a long history of cooperation and partnership, in July 2008 

long standing differences between JRA and the North Shore System carriers involving 

assertions by JRA that it was entitied to control the proceeds of sale ofthe five System 

carrier's Intemal Revenue Code §45G track maintenance tax credits (See Exhibit D) 

came to a head. JRA had adopted an ambitious schedule of capital projects and sought 

enhanced funding participation by the System carriers not withstanding Section 14 of the 

Operating Agreement and the track maintenance provisions of Section 13. In pursuit of 

this objective, JRA sought the disclosure ofa confidential and proprietary raihroad 

shipper agreement pertaining to the transfer oftax credits by the System carriers for 

review by JRA outside counsel. (Exhibit E) 

Eventually, our System carriers agreed to provide that proprietary agreement 

under appropriate confidential protective conditions for review by JRA's soUcitor and 

regulatory counsel. See Exhibit F. However, in 2009 JRA again sought further disclosure 



of tiiis agreement to additional outside counsel for review ofa broader scope of legal 

issues, and the System carriers objected to that request. Exhibit G. In correspondence 

from its solicitor, JRA then stated that it would not give fiirther consideration to the 

SURC request for approval ofthe proposed nominal change of control transaction until 

the System carriers agreed to disclose to the additional outside counsel the terms ofthe 

confidential shipper carrier agreement related to the tax credit transfer. See Exhibit H. 

At the same time, JRA also sought a proposed modification to the December 13, 

2006 Operating Agreement seeking control over the System carriers' transfer of future 

Section 45G track maintenance tax credits. On November 9,2009, the System carriers 

declined JRA's proposed tax credit modification ofthe Operating Agreement. See 

Exhibit I. On November 11,2009, the JRA Board of Directors took formal action on the 

System carriers/SURC request for approval ofthe nominal change of control transaction 

and voted to deny Board approval. See Exhibit J, Page 4. After the Board voted to not 

approve the requested change of control transaction, I requested an explanation fi'om the 

Board for its action but the Board refused to provide any explanation to me. See Exhibit 

J, Page 5. 

On December 8,2009,1 received correspondence firom JRA Chairman Walls 

responding to concems expressed by members of my staff to JRA directors regarding 

JRA's denial of our proposed change of control transaction.(Exhibit K) I responded to 

Mr. Walls on December 16,2009 and Mr. Walls replied on December 22,2009 seeking 

infonnation which we had previously provided to the JRA Board. (Exhibit M) It is 

evident fi-om JRA's correspondence that control ofthe System Carriers' tax credits 



remains a central issue in JRA's refiisal to approve our proposed change of control 

transaction. 

It is unfortunate that Board has refused to approve the nominal change, of control 

transaction which I had proposed. This type of transaction is routinely exempted from 

regulation by the Surface Transportation Board under 49 U.S.C. §1180.2(d)(3). 

However, fiom the exchange of correspondence attached as exhibits to my Verified 

Statement and from the action ofthe JRA Board on November 11,2009, it is evident that 

the JRA Board has determined to exert inappropriate pressures on our railroad companies 

by withholding its approval ofthe proposed nominal change of control transaction to 

extract financial concessions and a contractual amendment from the System carriers for 

the financial benefit ofthe Rail Authority. Given the unreasonable delay and oppressive 

tactics adopted by the JRA Board in refiising to approve our nominal change of control 

transaction, I am requesting that the Board grant this Petition for Exemption and preempt 

the pertinent sections ofthe December 13,2006 Operating Agreement so that our 

proposed change of control transaction can be exempted and implemented without 

violating the terms of our Operating Agreement with JRA. 
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OPERATING AGREEMENT 

THIS AGREEMENT is made and entered into on the / S ^ day of 

T^^^FC^/^r/C^L 2006, to become effective January i, .2007, by and between 

SEDA-COG JOINT RAIL AUTHORITY, a Per.nsyiva.nia .municipal authoricy creacea 

>i.-.cer -he .Xunic-pai:.t:y .̂ Vutr.ori-ies .'r.cz of 1945, referred co herein as the 

".i.L:thcr:.-y; " 

n 

d 

LYCOMING VALLEY RAILROAD COMPANY ( '' LVRR" ) . NITTANY & BALD EAGLE 

RAILROAD COMPANY ;••.^raER"), NORTH SHORE RAILROAD COMPANY .'"MS:-:?":, JUNIATA 

VALLEY RAILROAD COMPANY ("JVRR") ar.c SHAMOKIN VALLEY RAILROAD COMPANY 

;rs' 

WITNSSSETE 

WHEREAS, rhe .-.urhcrizy -s -he owner of :er-ain lir.es cf ra:.lroad 

z.-.e "'P.ailroac Premises" ) described i.-. Exhibit .-̂  as auohcrized by the 

rr.zarscara Commerce Commissior. m Dcckec Nc. .\B-157 (Sub Nos. 392N, 457N, 

4aSN, 989, 779 and 4a5N)) , and STB Finance Docket Nos. 33010 and 33008; and 

WHEREAS, The Operacmc Companies have been authorized ro cond-jct 

and orcvide common carrier railroad ooerations and service on lines of 

railroad (the "Railroad Premises") descri_eJ m Exhibit " A " , in ICC 

Finance Docket Nos. 30536, 3^543, 31378 and 31378 (Sub No. 1) and STB Finance 

Docket Nos. 33010 and 33008; and 

Exhibit B 
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WHEREAS, the Authority has selected the Operating Contpeuiies to 

provide rail freight service and to maintain the Railroad Premises for the 

benefit of shippers eind communities served by said lines of railroad; 

NOW THEREFORE, the parties, intending to be legally bound, agree 

as follows: 

Section 1. Definitions 

"Affiliate" means any en:i--/ engaged, in pr_pvidinc railroad 
• t 

services co che Cceracors, cwnec, direccly or indirectly, m whole 
/ -u'^ ' • : — ' 

•* or m pare, by eicher: !i) any of che Operators; (ii) any of che 

direccors, officers cr emclcvees of anv cf the Cceracors cr their 0 . . . -

spouses or lineal descenda.ics; ' iii) any individual having greacer 

Chan 3 25% cwners.-.ic mcerasc in che equicy of any of che 

Dperacors 'a "Principal"', cr iii a Principal's spcuse cr 

lineal descencancs 

"Authority Standards" -nesns c.-.a T.amcenance scandards sec fcrch 

m Exhibic B, "Track .''laincenance Scandards", of chis agraeTenc 

"Capital Improvements" -ea.- asset addicions, i-prcva!?.enc3, cr 

rapiacemencs, chac ara ncc c. lasulc of ordinary mamcanance 

accivicies to be perfcrTied cy Cperacors under this Agreemenc In 

che avenc of a dispuca as cc whecher an improvement conscicucas a 

Capical Improvemenc cr Mamcananca, che dispuce shall be submiccad 

CO .Arbicracion pursuanc co Seccion 29 of this Agreement. 

"Change in Control" cf the Cperacors shall be deemed to have 

occurred if and when any person or group of persons shall, 

subsequent to the dace of this Operating Agreement, have acquired 

ownership of or the right to vote or to direct the voting of 

shares of any of the Cperacors representing fifty-one (51%) 

percent or more of the total voting interest of such Operator. 
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' * Environmental Contamination" shall mean a n y contamination of 

the Railroad Premises arising .-.;.-v.m the deposit, accepteuice, use, 

storage, transport, disposal or release of Hazardous Materials to, 

or under the Railroad Premises as a result of the receipt, 

transportation, delivery, use or storage of said materials by any 

of the Operating Companies. 

'*Hazardous Materials" shall mean and include, without 

limitation, (1)" hazardous substances" or "toxic substances", 

or "pcilucants cr concammants" as those terms are defined by 

the Ccmprahensive Environmencal Response, Compensacion and 

liabilic-/ Ace, 42 'J.S.C. §5601, ec seq ; che Toxic Subscances 

Control .̂ cc, 13 'J.S.C. §2601, ec seq. ; or the Transportacicn cf 

Hazardous Macariais .-.cc, 43 'J.S C 55102, et. sec. , all as 

amended, ,2; "hazardous wasces" as chac cerm is defined by c.ie 

Resource Ccnservacicn and P.accvery ace, --2 U.S.C 55901, ec sec. 

as amended, .3. any pcll.:canc .. concammanc cr .lazardcus, 

dangercus cr ccxic c.-.e'Tiicals, -acerials cr subscances wic.-.in che 

::ieaning cf any ccher applicable federal, scate cr Iccal law, 

ragulacicn, cede, crdmanca, guideline, order, agraamenc cr 

requiramenc impcsmg liabilicy cr scandards of conduce ccncemmg 

any hazardous, ecxic cr dangerous residual wasca subscance cr 

"aearial, cr che a:'.pcsure cf par.=!cns cherecc all as amended as cf 

che dace hereof, '4 any crude oil or any other peeroleum produce; 

'•S: any radicaceive macerial, including any source, special cr 

nuclear cr by-produce macarial as defi.ned m 42 U.S C. §2100, ee 

sea as amended; (£) asbesecs and asbestos containing maeerials m 

any form; or (7) , ccmpounds ccneainmg polychlorinated bipnen-/ls 

"Janotti Report" means ehe Track Inspection and Maintenance 

Righc of -/<ay Repcre cc be prepared by Paul Janocti pursuanc cc 

Section 13 (a) of this Agraemei.:. and appended to this .Ĵ greement as 

Exhibit "E. " . 

"Railroad Premises" means all property of every kind and 

description, real, personal, and mixed, including, but not limited 
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to, the right of way, roadbed, tracks, bridges, track materials, 

poles, wire lines, signals, switches, auid other facilities, 

buildings, and appurtenances comprising the premises described on 

Exhibit " A " and utilized in the provision of rail freight 

services pursuant to this agreement. 

"Rail Freight Service" means rail freight transportation ser-/ice 

' to be provided by the Operating Companies pursuant to the 

provisions of Title 49 of ehe United States Code, Pare A, and 

under che terms of chis .̂graer--.'.i-.. 

"STB" means che Surface Transporeacion Board of the Unicad 

Stacas Deparemene cf Transpcrcacicn. 

"This Agreement" means chis Operating .Ĵ greemene. 

"Track Consultant" means a qualified consulcanc engaged 'z-/ che 

.-.uchcriey from cime cc eirie for ehe purpose cf mspeccmg ehe 

-Railroad Premises and providing periodic reports ec che .^uchcriey 

regarding che ccndicion chereof 

Section 2. Exclusive Use of Railroad Preciises Tha .^uchcriey s.-.all crcvida cc 

c.-= Cceraemg Companies access ec and use cf e.-.e Railroad Premises T.-.e 

Cceracmg Ccmpanias shall have e.-.a a.xclusiva righc co use che Railroad 

Premises only fer che purpose of providing I'̂ il freighc service cherecn during 

ehe carm cf cms .-.greement, cr any extension or renewal thereof, sub]ecc ec 

che earms and ccndicicns hereinafter ccncamed. This Agreemenc shall ncc be 

ccnscrued as conveying any ownership mcerest co Cperacors. Any use for 

purposes ocher chan rail freighc service, including oassenger service cr rail 

excursions, shall require prior wriccen permission of the Authority. 

Section 3. Use by Other Carriers or Third Parties. In the event that Operators 

desire to allow any other person or entity access to or upon the Railroad 

Premises for any purpose other than the provision of rail freight services 

herei.inder, che Operator shall secure prior written approval from the Authority 

which approval shall not be unreasonably withheld. Nothing herein shall 



prohibit Operator from providing access to or upon the Railroad Premises by 

persons or entities as required to enaOsle Operator to provide rail freight 

services as provided herein. 

Section 4. Non-Transfarability. This Agrefe.-.-.int and the rights herein granted 

shall not be assigned, sold, leased, transferred, pr in any other way 

alienated without prior written consent of the Authority. For purposes of this 

Section 4, an assignment shall include any transfer of any righcs under this 

agreement, whecher voluntary or involuntary or by operation of law, including 

any merger cr consolidacion of the Operacor or any Change in Ccntrol of the 

Cperacor made wichouc ehe .̂ uchoric'/'s prior wriccen consent. 

Section 5. Defects in Title. The righcs contained herein as to the Railroad 

Premises are grancad only insofar as che .^uchcriey's federal ragulaccry 

auc.-.crizacicn and eiele permits The .̂ luchoriey specifically disavows any 

implied or cc.-.er warranc/ of ciela, ncr shall che Auchcrity be liable eo 

;peraccrs fer any defaces cr encumbrances upon e.-.e eiela tc che prcpereias 

ccnseieuemg ehe crane cf a.-̂ clusiva .:se m Seccion 2. Should a ehird parey 

assere a claim cf cicle tc ehe Railroad Premises, .Authority and Operaccrs 

s.-.all eccperaea wieh each ocher and ea.<e a-eion as necessary ec preserve c.-.e 

Railroad Premises for ies meended use hereunder. 

Seccion 6. Right to Inspect. The .Vuehcriey, ies agencs or assigns, s.-.all have 

ehe righc, upon raasonabla nocica, cc ancer upon che propercies conscieuemc 

ehe Railroad Premises for the purpose cf making reasonable mspeccions. The 

pareias shall make reasonable arrangements co assure that the mspeceicns ca.i 

be performed safely, wichcuc undue mcarferance or disruption of che 

Operaccrs' railroad operations, m a manner consistent with the securiey cf 

che railroad facilieies. Cperacors shall, upon adequate advance nocice, 

provide hi-rail equipment and a qualified driver to facilitate mspeccions 

exercised hereunder. The cose of such hi-rail equipmenc and driver shall oe 

borne by Operators; provided, however thac m the event the Authoricy requires 

such mspeccions more than two times during any calendar year, the Authority 

shall reimburse co Operators the cost incurred by Operators for such 

additional inspections. 
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Section 7. Taxes and Utilities. Operators shall pay and discharge, on or 

before the last day on which payment may be made without penalty or interest, 

any and all taxes (including without limitation all real property taxes) , 

assessments, charges for public utilities, excise, license and permit fees, 

assessments, sewer rencals and other govemmental impositions and charges 

which shall or may during the term hereof be charged, assessed, imposed, 

become due and payable, or a lien upon, or arising in connection with the use 

by the Operators of the Railroad Premises for rail freight service. Operators 

shall have the right to contest any such taxes or other charges by appropriate 

legal proceedings, conducted ac cheir cwn expense, providing thac Cperacors 

shall furnish to .\uchcricy a suracy bond or ccher securiey sacisfactory co the 

.Auchoricy sufficient eo cover che amounc of che contested item or items when 

such leem cr icams exceed $2,500 00, wie.i j.nceresc and penalcy for the period 

wnie.n such proceeding may be e;cpecced ec cake. Operaccrs shall also pay any 

and all charges for wacer, gas, alecericicy, and ccher ueilicy ser-vices 

creviced ec che Railroad Premises and usee cy cne Operator m "-che pro-zision cf 

rail freic.-e services hereunder. 

Section 8. Existing Agreements. Operaccrs' use cf che Railroad Premises is 

5-j.'zz-acz ec all cf e.-ie earms and ccndicicns ccncamed m che following axiscmc 

agreamencs. ccpias cf wnich hava bean previously delivered cc che Operacor-

a; .:\cquisieicn .-.greamene daead July 25, 1534 beeween c.ie 

Auehcriey and ehe Ccnsclidaead Rail Ccrpcracicn ("Ccnrail") under 

wnicn che Railroad Premises was acquired frcm Ccnrail(raferred ec haram 

as the July 25, 1S84 .̂ ĝraemenc! , 

b) .^ccuisicicn .icrasmene daeed November 28, 1988, bee-wean ehe 

-i.uchoriey and Conrail (referred herein as che November 23, 19SS 

.-.greement) ; 

(c) Acquisition .Agreement datad November 6, 1996 beeween cha 

Authority, NBER and Conrail (referred eo herein as the "November 6, 

1956 Agreement" ) ; 

(d) Trackage Rights Agreement dated August 15, 1996, between the 

Norfolk Southern (as successor to Conrail) , NBER and the Authorif/ (the 

'"Trackage Rights Agreement" ) ; and 
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(e) Settlement Agreement dated July 1,2005 between Norfolk 

Southem Railway(NSR) , LVRR, NBER, NSHR, SVRR, and IJhion County 

Industrial Railroad(UCIR) and the Authority. 

The Operators shall conduct their operations over said Railroad Premises in 

accordance wirh the terms and conditions of the aforesaid Agreements and all 

other agreements to which they are a party and the Authority is now or 

hereafter becomes a party or third party beneficiary. Additionally the 

Operators hereby jointly and severally assume all obligations of LVRR under 

the July 1, 200S Settlement Agreement and all obligations of NBER under the 

November 6, 1996 .JVgreement and ehe Trackage Rights Agreements, and shall 

mdemnify and held the .^uthcriey harmless frcm all liability with respect 

thereto. Sxcepc as sec forch herem, neicher che Authority nor the Operators 

shall i.ncur any obligation, undertake any action or assume any liabiliey of 

cne ccher parey under ehe aforesaid .^greemencs 

Section 9. Tem. The eerm cf ehis .Agreemenc shall comme.nce January 1, 2C07 

and ecnti.nue until June 30, :ci", .inlass ear-l.•̂ at̂ d pncr cherecc m 

accordance wien cne previsions cf ems .i.creamenc. 

Section 10. Operating Fees 

(a"' Cperacors s.-.all ce ;cmely and severally cbligaced cc cay 

reream Cceracmg Fees fer c.-.e ^se ef cne Railread Premises as sec fere.- m 

Exhibit C, "Cpsracmg Fees" 

lb) :t 13 exprassly underseecd chac such Cceracmg Fees shall be 

paid ec ehe Auchoricy wichcuc eff-sec for any charges incurred by Operaccrs i.-

ehe prevision cf rail freighc services. 

Section 11. Condition of Railroad Premises. Operaccrs have inspected che 

Railread Premises and accept che same "as is". The Authority makes nc 

representation or warrant-/ as to ehe physical condition of the Railroad 

Premises or the condition of the lagal eitla. Operators shall return the 

Railread Premises to the Authority upon the cerminacion of this Agreement m 

the same condition as received cr as improved. Notwithstanding the foregoing, 

the Authority shall msJce no claim or demand again.st the Operators regarding 

the condition of che Railroad Premises at -h» termination of this Agreement, 



provided that the Operators have complied with their annual maintenance 

-•-'•̂  responsibilities as set forth in Section 13 of this Agreement. 

Section 1'2. Provision of Additional Equipment and Facilities. Operators shall 

be responsible for providing all equipment and facilities that are reasonaUsly 

necessary for the safe and adequate rail freight services on the Railroad 

Premises. Such equipment and facilities shall include, but shall not be 

limited to, locomotives, rolling stock as available, maintenance equipment, 

office space, and such other facilities and equipment as are reasonably 

necessary to provide rail freight service on the .Railroad Premises as 

ccncamplated under chis .Agreemenc. Noc-vithstanding the above, Operators shall 

net be found m default if cars which must be obtained frcm a Class I Carrier 

are not available at chac cime. 

Section 13. Maintenance 

a, Prempdy fcllewi.-.c cne axecucion of chis .̂ Lgreemene, che 

careies shall e.ngage, .̂ r Paul Ja.-.ccei, ac Operaccrs' sola expense, cc 

erepara a ccmprehensi-/e repcre !ehe "Janccei Repcre";, secemg ferc." 

che exiscmg ccndicicn ef che Railroad Premises, which report shail be 

appended ce chis Agreemenc as Exnibic " E . " Cperacors shall be sclaly 

responsible fer maincai.ni.-.g ehe Railread Premises m acccrdance wic.i cne 

.̂ .uc-criey Scandards cr ce che rendieien eo which chey .lave been 

impreved. ^:ccwlc.-.scancmg c.-.e feregei.-g, ce che excanc ehe Janeeei 

Repcre escablisnes chac c.-.e prese.ne ccndicion cc any pcrcion of che 

Railroad Premises fails cc comply wich che .=i.uthcricy Standards, 

Cperacors shall nee be required co mameam such portion of the Railroad 

Premises tc ehe .\uchcric-/ Standards, but shall instead m a m e a m said 

portion of ehe Railroad Premises ec ccndicicn as described m ehe 

Janotei Repcre, but not less than applicable FRA Standards. It is the 

intention of the parties that any portion of the Railroad Premises cnac 

dc not presently comply wich che Authority Standards shall be improved 

to a condition that complies with Authority Standards over a reasonable 

period of time, giving due consideration to the reasonable rail traffic 

and revenue prelections for said portions of the Railroad Premises 

through the Annual Maintenance Program hereinafter described, and which 



shall thereafter be maintained to the Authority Standards. Without 

limiting the foregoing, the parties further agree as follows: 

j (1) On or before January 15 of each year. Operators 

shall prepare and submit to the Authority, a program (hereinafter 

referred to as the "Annual Maintenauice Program") setting forth the 

maintenance items to be performed for the entire Railroad Premises 

during the remainder of the calendar year, and the anticipated 

cost of such items to ensure that the Railroad Premises are 

maintained in accordance with the Authority Standards. 

(2) Operators will review the Annual Maintenance 

Program with the Authority's Staff and Track Consultant who shall 

review and amend che same to ensure chat it complies with the 

.Auchcricy Standards ncc lacer than March 1 of said year. 

(3) Operators shall at cheir cwn cost be responsible 

fer maintaining ehe .Railroad Premises m accordance with the 

Auchcricy Scandards as sac ferch m che Annual Mamcenance Program 

apprcved by ehe .^uehcricy' s Track Consulcanc. 

(41 Tha .luehcriey's Track Censuleane s.nall mspece ehe 

Railread Pramises ac lease twice each calendar year ee ensure chac 

Cperaeer is m a m e a m m g ehe same m acccrdance wien che .̂ innual 

.•̂ âmcena-nce Program adcpcad by -'-e pareies fer che Railroad 

Premises. .An"/ deficiencies neced by c.-e TracK Consulcanc cr by 

mspeceers frcm che Federal Railread Admmiscraeicn cr che 

Penns-/l-/ania Public Vcilieias Cemmissicn m reucme mspeceiens ef 

c.-.e Railread Pramises shall be prempdy remedied by che Ccaraeers 

ac c.ieir sola cose and expense 

(5) .̂iT.y disputes arising with respect tc either tne 

• terms er requirements of tne .-JTinual Maintenance Program or 

Operators' compliance with che .Annual Mamcenance Program shall be 

submitted to Arbitration pursuant to Section 29 of this .ẑ greement. 

(b) The parties agree that any and all rails, ties er other items 

ef track and signaling equipment removed and replaced by Operators m 

the performance of required maintenance (the "Replaced Materials") 

shall become the property of the Operators, regardless of whether such 

removed property is sold or retained by Operator as materials and 



supplies, provided the Operators purchased the material used in the 

replacement. 

(c) It is expressly agreed that Operators shall be financially 

responsible for the repair of damage to any portion of the Railroad 

Premises caused by a landslide, geological disturbance, flood or 

significant natural catastrophe in an amount not to exceed S25,000 per 

occurrence. In che event cf an uninsured catastrophe resulting m 

damages co the Railroad Pre.mises m excess of 525,000, che .authority 

shall have t.he right, but .".cc the obligation co pay such excess amount 

required co repair che da.mages, ar.c in c.-.s absence cf such repair c.-.e 

prcvisicns e: Seccicn 27 ef c.-.is .-.cree.menc snail apply 

Section 14. Capital Improvements Operaccrs shall have che righc, buc ncc ehe 

cbligacion with the prior written approval of the Authority, to make, at their 

own expense, Capical Improvemenes for rai^: -.zd purposes on che Railroad 

Pramses duri.-ig the term cf this .agreement. In suc.i voluntary capical 

mprevemencs, Cperacors s.iall be required ee pay che cose ef remevai of 

apcureananc scructures, excluding crack improvam.encs, where required by che 

.=iuehcricy '/vhera such Cperacor financed Capicallmprevements require er involve 

che replacemenc cf an assec m place, che pareies shall agree m wriemg m 

sd-/ance ef mseallacicn cf che replacemenc assec, who will have o-^nership ef 

c.-.e issecs ee ce ramevad from ehe Railroad Pramises, and m che acsenca ef 

sueh -.vrieeen agreemenc such assees will belong co z'r.e .luthoricy The 

Operaccrs shall .have nc ocher eoligaciens z c fma.nce er pay fer any capical 

iT.creveTene ee e.-.e Railread Premises under che cerms of chis .Agreemenc. 

Section IS. Operators' Obligations. Cperacors agrea chac chey will ac all 

times during ehe ccncmuance of this Agreement. 

(a) Pay all charges m accerda.nce with Seccions 7 and 10 

herein, ac such cime as che same ar" i_e and payable, which charges may 

oe recovered by che Authority i-n the same manner as any charge due cr m 

arrears. 

(b) Operate rail freight service in accordance with all 

federal, state and local requirements and shall be responsible for 

obtaining all govemmental approvals, authorizations, franchises, 

licenses and permits as may be prerequisite to the rendering of such 

service. 
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(c) Observe and comply with any and all requirements of 

all constituted public authorities cuid with all federal, state and local 

statutes, ordinances, regulations a n d standards applicable to Operators 

or their use of the Railroad Premises. 

(d) Maintain and operate at their own expense the Railroad 

Premises, including any buildings used or leased by Operators thereon, 

in good operating condition and r e i p p ' . j in a manner consistent with 

sound, accepted engineering practices and maintain the track m 

accordance with the provisions of Section 13 of this Agreement. Such 

operations shall include, but ncc be limiced co, che removal of all 

wracks and derail.ments w i t h m chircy (30) days following any such 

occurrence, restoration of the derailment site to safe operating 

condition w i t h m t.hirty (30) days following such occurrence, and 

restoration of a derailment site to its original ccndicicn cr beceer 

w i c h m .nmecy (90) days following che occurrence, sub;ece to the 

previsions of Sections 13,c and Z~ c z this Agreemenc 

a, Operaea rail fraighc service cn i m e s ef c.-.e .-.uehoriey ae 

sue.-, levels and ac such frequency as reasonably accepcaele ce che 

.-.uc.-.cricy, sub^ece co che fellewmg guidelines 

'1, Frequency of Service. The Operaccrs shall provide rail 

freighc service a •nmimum ef cwice = week Mcc.-i.-g h e r e m shall 

require e.-.a Operaccrs ec eperr •_• a scheduled c r a m when chera ara 

T.c cars ee ee picked ^p frer. er delivered ce shippers on che 

Railread Premises. The failure co provide rail freighc service for 

cen (10) days (e.xclusiva of Sacurdays, Sundays, and Holidays) 

afcar need for such rail freighc service has been established, 

accordi.ng to s'ubsecticn (e) (2) hereof, shall censcicute a breach 

of this agreement by the Operators 

(2) Shipments destined to and from stations on the 

Railroad Premises shall be handled m accordance with rail 

transportation contractors or delivered to consignee not later 

than the third day (exclusive of Saturdays, Sundays, and Legal 

Holidays) after arrival of the shipment m the yard serving .the 

line with adequate billing information unless consignee notifies 

the supervisor in charge of the Operator's Rail Freight Service of 

che shipment's imminent arrival on the lines of the Operators, in 
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which case the consignee can request a prompt placement date. The 

Operators shall exercise reasoncQsle efforts to provide prompt 

empty car placement whenever the consignor notifies the Operators' 

supervisor three (3) days prior to the day on which the loaded 

car(s) shall be placed for loading, specifying the date for the 

placement of the empty car(s) for movement to the destination. 

However, nothing in this paragraph contemplates the Operators' 

providing better levels of rail freight service for certain 

customers with similar, but .not identical, characteristics without 

collection of the applicable contract cr appropriace published 

charges for such special rail freight service. Nothing i.n this 

paragraph precludes che Cperacors from providing more frequene 

rail freighc service chan chac agreed upcn m accordance wich 

Seccion 15(e)(1) 

(3.- Cualicy cf Service- .e Cperacors shall prcvide safe and 

^ifficienc rail freig.-.e service, includmg, buc ncc I'lmiced ce ''l, 

eeli'/ery and access ce ampcy rail cars subj ace ce car 

availaoiliey; '2i prcrr.pc handli.ng cf leaded rail cars wich 

reascnable dispacch ee and frem pei.-ics ef mcarchange wich ocher 

earners, and .'3) mamcenance and repairs, snow removal, and 

elaan.-.g ef cram derailmencs and --î recks cn che Railread Premises, 

all as specified m chis agreemenc. The Operaccrs shall previea 

ehe name, address. ealep.'".cne numcer, and peine of ccncace ef e.-.e 

snippers chac are served en ehe Railroad Premises co t.-.e .Auchcricy 

-A/ichm chirc-/ (30) days frcm che dace of execucion cf chis 

agreemenc. The .Authority -will s-urvey shippers during the term ef 

this agreement tc determine q-uality ef rail freight service 

provided by che Cperacors, provided, however, chat s'uch survey 

shall not seek mformacicn concerning confidencial rail 

cransportaticn contracts, rat(- cr price negotiations cf rail 

freight service by any of the Operators or their connecting 

carriers, and the survey results will be provided to Operators. 

(4)Control: The Operators shall have exclusive control of 

the operation, performeuice and pricing of the rail freight 

ser--r ice. including but not limited to the dispatching and control 

of trains, assignment of available cars m good order, assignment 
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f of crews and other employees, and assignment and use of power. The 

Operators shall use their best efforts to provide such rail 

freight service in an efficient maumer. 

(5)Operating Rules and Regulations: The Operators shall have 

the exclusive authority to promulgate euid adopt rules, regulations 

and tariffs that are consistent with regulations issued by the STB 

and FRA and the provisions of Title 49 tJtiited States Code, 

Subtitle IV, Part A. 

(f) Notify the Authority in writing within ten (10) days of 

any management and supervisory personnel changes. In the event thac such 

employee is no longer part of the Operators' organization, the Operator 

shall advise the .Authority of the action taken to ensure that it will be 

able te provide rail freight services under this Agreement. 

(g.i The mdi'/idual Operator authorized 'ay the STB to provide 

rail freight services cn the rail lme on which a claim arises shall 

fully indemnify, defand and hold harmless the Authority, its members, 

officers, agents, amplcyees, s-accessors and assigns, from and agamst 

all claims and actions -ip ee ehe .Vuchcricy's legal obligacion ec pay any 

such claims, mcl-udi.ng e.-.e .Vuthcriey's reasonable aeccrne-/'s fees and 

lieigacien ecscs and expenses, based -upcn or arismg cue ef (i. 

Cperaeer's breach cf its ecligaeiens under chis .^.greement; or .ii 

damage er m;-uries te persons cr property 'including the Railread 

Premises) caused by che negligence •. che mvclved individual Cperaeer, 

er Its agencs, emplcyees, guascs, mvieees, ecncraccors, suppliers ef 

Tacenals, er f-urnishers ef service m che use and occupancy cf che 

Railread Premises cy e.-.e Cperaeer 

,h/ The individual Operacor auchcrized by ehe STB cc previde rail 

freigne services en che rail line cn -rfhich a claim arises shall be 

liable, defend and mdemnif-/ ehe .Auchoricy for any damages, harm cr 

injury co the Railroad Premises caused by the negligence of the involved 

mdividual Operator, its agents or employees. 

(1) .All of the Operators shall be jointly and se'-zerall-/ 

responsible to the .Authority and defend, indemnif-/ and held the 

Authority, its directors, officers and agencs harmless from and against 

any liability arising out cf any environmental protection or poll-ution 

law, or any liability m tort (strict liability or otherwise) , up to the 
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Authority's legal obligation to pay iny such liability, arising out of 

Environmental Contamination of the Railroad Premises caused by any of 

the Operators' rail operations or their use of the Railroad Premises. 

(j) Maintain a policy or policies of liability insurance to insure 

itself against liability for injury or damage to persons and property, 

which policies will be in the minimum amoionts set forth below.-

Type Limits 

' D Coimarehensive Ge.neral L i a b i l i t y 

Insuring agair.sc claims for 
(a; 3odily :.-.;ury and 
ib l 'P r spercy î amage 

C. cgderal S.iiolever's l i a b i l i t y .^cc 

Carse leoa l l i a c i l i : - / 

S3,:oc.300 per 
Occurrence, 325.000 

roreicr. ^cl 

.-ii.£3mcci-e 1-ac i . ; 

Zcversc ov sianKec ocl ic - / r.ccaa 

cveres -•/ bla.'-.Jcec = c i i c v .iccad ir. 

:•/ c-ar-.te: =c. 

j l . ;•:; ::ea'_c:ioi2 

ik; Cause Z'T.^ .Authority ee be named as an addicienal msured 

--nder each such policy 'ccner chan Fmplcyer's Liabiliey) and furnisn che 

.-.•v-c.-.ericy apprepriace cereifieacas ef sue- insurance which shail 

specifleail-/ scace chac che insurance ccmpany s.-.all furnisn ce e.-.e 

.-.uc.-criey ae lease ehirey '30, days neciee cf any lapse cr maeenal 

e.-.anges m sucn msurance, 

(1; Perform markecmg and sales aceivities cc promcce 

increased rail craffic tc and frcm Z'TJZ .Railread Premises. 

im) .::vnnually, cn the anni'/ersary dace ef this agreement, 

provide .Authority with the following mfor-acion, which eo che excenc 

possible under applicable law, shall be mamcamed by the .Authcrif/ m 

confidence: 

1. Complete listing or names and addresses of all 

officers, directors and senior management of 

Operators. 

2. Complete listing of names and addresses of all 

stocJcholders of Operators, including the tocal number 

of shares owned by each stockholder. 
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(n) Operators hereby covenant and agree to provide one 

hundred twenty (120) days written notice of any proposed Chsmge in 

Control of Operators. The Authority shall have the right to approve or 

disapprove any such Change in Control and shall have the right to 

terminate this Agreement if any actual Change in Control occurs without 

Authority approval. 

(o) Operators agree to provide and maintain combined 

unencumbered minimum working capital of fifty thousand dollars 

($50,000.00). 

(p) Operators agree to provide and maintain a reserve on 

deposit with the Authority, of twenty five thousand dollars ($25,000.00) 

at all times in addition to the minimum working capital requirements of 

this section for the purpose cf payment of liability claims not 

otherwise covered by insurance. The said reserve shall be held by the 

.Authority m an interest bearing account, with all interest accruing ec 

ehe benefie of ehe Operaeer. This amounc may be reduced or waived -upcn 

•wriccen approval cf ehe .Auchcricy. The Operaccrs shall make an equal 

depcsic ec maech any wichdrawal from chis reserve fer paymene ef claims 

•*iehm e.-.ircy (30' days eheraafeer. 

I'c. Peacefullv deliver -ue and surrender ocssession ef cne 

Railroad Premises cc che A-uencriey ae ehe expiracion cr upon earlier 

cermmaeicn of chis .Agreemenc. 

'ri Upcn e.^piracien ef e.-.is Agreemenc cr cermmaeicn ef e.-.is 

.-.graamene fer any reasen, cha Operac^is shall immediaeely file fer 

disconcmuance wich che Surface Transpcrcacien Board and assise C.TS 

.A-uehcriey m making che eransicien ec a new operacor. Nocwichseandmc 

cne foregoing, m the event the Operators contest any asserted 

termination by reason of default and demand arbicracion m acccrdance 

wich Seccion 29 of chis .̂ Vgreemenc, Operators shall noe be required eo 

file for disconcmuance of rail freighc service until such date as such 

arbitration has been concluded and a determination has been made that 

Operators have breached the Agreement. 

Section 16. Restrictions. Operators further agree that they will hot: 
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Central Pennsylvania auid to further economic development through the 

retention, improvement and expansion of the infrastructure. 

(f) Enter into a contract or agreement with an Affiliate 

of the Operators having a value in excess of $5,000, except upon the 

Authority's prior written consent, which consent will not be withheld if 

the transaction is determined by the Authority to be commercially 

reasonable. 

(g) Except upon the Authority's prior written consent, 

enter into negotiations or agreements with any third parties for the 

lease or acquisition of rail lines located within the counties 

comprising the membership of the SEOA-Council of Governments or which 

directly connect with the Railroad Premises, it being the parties' 

express understanding thac the Authority shall have the first right and 

option te acquire any such lines. 

Section 17. Relationship between Operators and the Authority. Authorif/ is a 

Pennsylvania municipal authority, and a body ccrpcrate and politic. Sach of 

ehe -Dperatcrs is a private ccrporaticn, an mdependent contractor, and none of 

e.-.e Operators are agents ef the .Authcriey Except as see fcrth m Section 

•.5>c. and (h'. . each cf che Operaccrs shall oe ^ c m d y and severally liable ce 

ehe .A-utheric-y fer any oreach cf ehis .Agreemenc by any single Cperaeer. 

•«hene-/er Operaccrs require wriccen approval frorr. the .Authcriey, the signaeure 

ef the Executive Director will s'uffice cc validate such written approval 

vCnenever the .-.-uthcrity requires written apprcval from the Operators, the 

signature cf the President cf any smcle Operaeer -will suffice co validate the 

•written apprcval cf each Operator. Operaccrs and the .Authority shall meet at 

lease q-aareerly tc review and discuss revenues, costs, operations, 

•namtenance, marketing, and service. Operators shall inform the Authority and 

affected shippers of any ma^cr action cr event related to the Railroad 

Premises fnat may affect rail freight service to chose shippers as soon as 

Operators Icnow such action or event. The Authority will mform Operators of 

any problem.s or concems related tc the rail freight service. 

Section 18. Annual Reporting. 
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(al Annual Report: The Operators shall prepare an annual 

report including, at a minimum, l) the number of revenue producing 

carloads, 2) the number of reportable accidents as defined by FRA and 

their location, 3) reportable derailments as defined by FRA and their 

location, 4) Financial statements audited by an accounting firm 

acceptable to the Authority, 5) construction and maintenance expenses, 

6) FRA and/or Authority inspection reports with corrective action taken 

or planned, and 7) a report of other occurrences having a sicfnificant 

impact on the condition of the Railroad Premises or the rail traffic 

handled thereon. An annual report shall cover the Operator's fiscal 

years or parts of fiscal years from the date of execution of this 

agreement to its termination. Annual reports shall be submitted to the 

Authority within three (3) monchs afcer the close of each sucn fiscal 

year, provided Operators' tax filings are completed by that time and 

shall be submitted to the Authority siibsequent to a deferred tax filing 

upcn completion by Operators' accountant, m which instance a 

preliminary Report snail be suomiteed wiehm chree (3) months after ehe 

close cf ehe Operaeer's fiscal year 

• b: .t.udic and Inspeccien: Upcn reasonable nceice. ehe 

Cperaeer -AIII allow ehe a-udiecrs cf che Auchene-/ cc audic all ehe 

records cf che Ooeracers chac -were -used ce deeermme the revenues and 

cests related tc t.ne annual repcrt. All such records shall be <ept fer a 

pence ef four (4) years after the issuance of the related annual 

repcrt. The Operators will also allow inspection of the Railroad 

Premises and the equipment -used thereon by the authorized 

representatives of the Authcrity upon reasonable notice. 

Section 19. Performance Audit. The .Authority may at its expense, from time ec 

time, conduct a perfonriance audit of marketing, operating, mamtenance, and 

other obligations and functions of the Operators. 

Section 20. Rents from Non-Operating Properties. The Authcrity is solely 

responsible for entering into, extending, or terminating all non-operatmg 

leases, licenses, and easements on all Authority property, including the 

Railroad Premises. The Authority shall receive any and- all rents arising from 

any leases, private crossings, licenses and occupations or renewals thereof 
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on any portion of the Railroad Premises, including, but not limited to, rents, 

license fees, crossing fees, easements, euad other revenues paid by any party 

occupying a portion of the Railroad Premises with poles and wire, and rentals 

and fees for signboards, platform locations, driveways, storage facilities, 

side tracks, pipe lines, water rights, fiber optics, land rents, building 

rents and water tank rents, among other things. The Authority shall collect 

such amounts as they become due. The Authority shall determine the properties 

classified as "Non-Operating Properties," except that any such designation 

shall not interfere with Operators' ability to fulfill its obligations under 

this Agreement. It is expressly agreed that the Authority shall 'nave the 

unilateral right to withdraw such portions of the Railroad Premises from the 

provisions of this Operating Agreement as it reasonably determines are not 

required to enable Operators to fulfill their common carrier obligations and 

ee provide Rail Freight Services to customers under this Agreement. 

Section 21. Public Crossings. Ourmg the term of this Agreement cr any renewal 

thereof. Operators snail assume and shall indemnify the Authoricy for and 

agamst all oclicaciens with respect tc all public crossings by public 

.-ig.-.ways, cridges, or ucilitias, mcl-udmg such obligations as presently exist 

er -A-hich may be heremafter imposed under the provisions of Pennsylvania 

P-ublie 'Jtility Cede and any orders iss-ued thereunder with respect tc tne 

Railroad Prerr.ises except chose "non-operacmg properties" for whicn tha 

.-.ue.-.cney has scle responsibility under Section 20 cf this Agreenient. 

Section 22. Condemnation of Railroad Premises. If the .Authcrity's ownersnip' 

mterest m tne Railroad Premises, cr any portion thereof, are condeirjied er 

taken by any competent authority fer piiblic use, the award for payment ef 

damages resulting therefrom, or any amount paid in settlement thereof, shall 

be paid te and retained by the Authcrity, except as hereinafter provided If 

the Operators' occupancy interest m the Railroad Premises cr any portion 

thereof are condemned or taken by any competent authority for public use, the 

award or payment of damage resulting or any amount paid m settlement thereof 

shall be paid to and retained by the Operators. If the entire Railroad 

Premises are so taken or such substantial part thereof as shall materially 

impair or interfere with Operators' proper use and en3oyment thereof, this 

Agreement shall automatically terminate as of the date of the taking. If only 
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such portion of the Railroad Premises is taken as shall not materially impair 

^ or interfere with the Operator's proper use and enjoyment thereof, this 

-'' Agreement shal-1 continue in full force and effect, and all proceeds of the 

condemnation award or payment to either party shall first be used as may be 

required for the restoration of the Railroad Premises in such a manner as will 

enable the continuing operation thereof for rail freight services hereunder. 

Section 23. Breach 

(a) Any cne or more of the following events shall constitute an.event 

cf default (an "Event of Default"): 

(i) Operators' failure to pay any Operating Fees to the 

.Authority hereunder withm fifteen (15) days of the date due and payable 

hereunder; 

(ll; Operators' failure to observe and perform any cf che 

cerms, eevenanes, eondieions, limitation cr commitments under tnis 

Agreement cn Operators' part to be ccserved or performed 'other chan 

pa-_.-mene cf Operacmg Fees', fer a pence cf ehirey !30) days fcllovmg 

'wnecen neeiee eheraef . 

in; Any cf cne Cperacors shall file a vclunear%- peeieien 

m eanj-rrupecy cr shall ee adyudicaead a banrtr-upc er msclvent, er shall 

file any pecieien cr ans'wer seeking any racrganicacion, arrangemenes, 

eompcsieien, read;uscmenc, liquidaeion, disselueicn er similar relief 

under ehe presene or any fueure federal banKrupcey cr insolvency- seat-ute 

er law • collectively m this Article "mselvency laws"), er shall seek, 

consent cc cr acquiesce m the appointment ef any bankruptcy er 

mselvency trustee, receiver cr liquidator of any such Operators er cf 

all or any substantial part of their properties; 

(I'v-; The commencement of any action, case cr proceedmg 

("proceeding") against any of the Operators seeking (i) any 

reorganization, arrangement, composition, readjustmene, liquidaeion, 

dissolution or similar relief under any insolvency laws, or iii) the 

appointment, without the consent or acquiescence cf such Operator, of 

any trustee, receiver or liquidator :.f Operator cr of all or 

substcuitially all of its properties, and the proceedings shall contmue 

un-dismissed for a period of sixty (60) days; 
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(v) Operators shall discontinue service or vacate any 

portion of the Railroad Premises without the Authority's prior written 

consent; 

(vi) If a federal or state tax Lien is filed against any of 

the Operators affecting the Railroad Premises and remains undischarged 

within sixty (60) days after its filing; 

(vii) If a final judgment for the payment of money in 

excess of $25,000 shall be rendered against any of the Operators and 

such judgment shall remain undischarged for a period of sixty (60) days 

during which execution shall not 'oe effectively stayed; 

(viii) A Change in Con*- ̂ J1 of any of the Operators shall 

occur without the Authority s prior written consent 

Co) Notwithstandmg the provisions of Section 23 (a), if any default other 

than a default m payment is curable, it may be cured (and no Event cf Default 

Aill deemed to have occurred) if Operators, after receiving written notice from 

tne .Autnerit\- demanding cure of sucn default: (1) either cure the defaulc wichm 

e.-.ire-..- !3C) days, or (2) if che cure requires more than thirty (30) days, 

i-.mediately initiate ce cure cne defa-ule and chereafcer concmue and complete 

all reasonable and necessary seeps sufficienc ec produce compliance as soon as 

reasonacly praceical; 

',c, In e.ne evenc any of che Operaccrs commits an Event ef Defa-ult as 

ercvided m Section 23 (a. , which E'/ent cf Defa-ult is not timely cured as 

prcvided m Section 23(b;, m addition ce ies ccner rights and remedies 

available ae la-w cr equicy, che .Auchcricy shall .-.ave ehe immediaee ng.nt upon 

written notice te tne Operators te terr.mate t.-.is .̂ vgreement. In the event ef 

such termination, the Authorif/ will use • .. best efforts tc engage a 

replacement operator to provide such service. In the event such replacement 

operator must be s-obsidized by the Authority, the Authority will bill the 

Operator for the subsidy amount and the Operator shall remit payment to the 

Authority in a timely manner for a period not tc exceed one (1) year from the 

date of such termination. Kowever, m the event no operacor can be engaged 

for such purpose, and in the event the Railroad Premises are abandoned by the 

Authority by reason of such breach, or otherwise terminated by legal action, 

the Operator shall cooperate fully with the Authority in settling any and all 

claims sought by any party as a result. 
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Section 24. Notice. Notice provided for herein shall be sufficient if sent 

by certified mail postage prepaid, or commercial ovemight delivery service 

requiring execution of a receipt indicating delivery, as follows: 

To the Authority: 

SEDA-COG JOINT RAIL AUTHORITY 
201 Furnace Road 
Lewisburg, PA. 17837 

To Operators: 

North Shore Railroad Company 
356 Priestley Avenue 
Northumberland, PA 178 57 

or tc such other address as either party may, from time to time designate to 

ehe other m writing. It is e.xpressly agreed thac notice to any of the 

Operators provided to the above addressed shall constitute notice to all 

Operators 

Section 25. Regulatory Jurisdiction 

(a) This .=vgreement is subject tc ehe orders, rules 

and regulations of appropriace regulacory auchoricies, including the STB 

and the Pennsylvania Public 'Jtilicy Commission, having jurisdiction over 

Operators and che Authority 

- (b) In the evenr -.'.-at either party determines that 

It is necessary to participate m an administrative or judicial 

proceeding or to take a position before any go"N/̂ ernmental body which may 

affect the interests of the other or the rail freight services provided 

hereunder, each party shall provide the ocher party reasonable advance 

notice of Its intent to dc sc and the nature of che interest or position 

It will assert. The parties shall use their best efforts to communicate 

and coordinate their participation and/or positions. 

Section 26. Access to Records. 

(a) Operator agrees to maintain sufficient records and 

reports to permit the Authority co fully verify statements of traffic, 

revenue, and expenditures fumished to the Authority by Operator. The 
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Authority shall maintain the information contained in such records and 

reports in confidence to the extent possible under applicadsle law. 

(b) The Authority shall have full access to these records 

and reports during normal business hours and the right to make copies at 

the Operators' office upon 48 hours written notice, duly given to 

Operator. 

Section 27. Force Majeure. None of the parties hereto shall be held 

responsible or liable, either directly or indirectly, or be deemed in default 

or breach of this Agreement for any loss, damage, injury, delay, failure or 

inability to meet all or any portion of its commitments hereunder caused by or 

arising from any cause which is unavcidab. - cr beyond its reasonable control, 

including without limitation, war, hostilities, invasion, insurrection, riot, 

terrorist activities the order ef any competent civil or military gcvernmenc, 

explosion, fire, strikes, lockouts, AAR service orders, actions cf ether 

carriers that materially affects Operator's operations, labor disputes, penis 

cf water including floods, ice, oreakdowns. Acts of God including storms cr 

ether adverse --/eather conditions, washo-jts, wrecks or deraj.lments that cannot 

ne removed withm thirf/ !30) da-/s pursuant tc Section 15(d) cr ot.ier ca-uses 

ef a similar cr dissimilar nature which wholly cr partially prevent t.̂ e 

Parties or either cf them from carrying cut the terms of this Agreement, 

provided that the Party experiencing such force majeure or partial force 

majeure promptly gives tc the ether Party written notice that the disabling 

effect ef such force majeure s.-.all be eliminated as soon as and te t.-.e e>:tant 

reasonably possible and that eacn Parey s.-.all have the right to determine and 

settle any strike, lockout and labor dispute m which that Party may be 

involved m its sole discretien. In the •,-•=»nt that one Party's performance is 

suspended m whole or m part "oy force majeure, the other Party's obligation 

to perform hereunder shall be s-uspended or commensurately reduced for the 

duration of the force majeure and for such additional reasonable period as may 

be required because of the existence cf the force majeure. In the event that 

one party's performance hereunder is suspended by force majeure and cannot be 

resumed within a reasonable period of time, either party shall have the right 

to seek ST3 authorization to abandon and/or seek a discontinuance of service 

with respect to that portion of the Rail Premises adversely affected by the 
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force majeur condition and upon receipt of such authorization to terminate 

this Agreement with respect thereto. 

Section 28. Labor Conditions. If during the term of this Agreement or 

subsequent renewal thereof, any lahor protective conditions should be imposed 

as a result of an STB order or pursuant to the Railway Labor Act, Operator 

agrees to fully indemnify the Authority from the costs of said labor 

protective conditions. 

Section 29. Arbitration. Any claim or controversy arising under the 

provisions of this Agreement, or an asserted breach thereof, which cannot be 

resolved by the parties, shall be settled by arbitration in Lewisburg, 

Pennsylvania, m accordance with che Commercial Arbitration Rules of the 

.̂ imerican .Arbitration Association. The arbitration proceeding shall be held m 

lewis'aurg, Pennsylvania. The decision of the arbitrator(s) shall be final and 

conclusive upon the parties hereto and shall be enforceable m a court of 

competent Tunsdiction Each party tc the arbitration shall pay the 

compensation cests, fees and expenses cf its own witnesses, exhibits and 

counsel. The compensation cests of the arbitrator is;, if any, shall be borne 

equally by t.ie parties hereto The arbitiieer (s) shall not have the power to 

award consequential or punitive damages or tc determine violations cf criminal 

law cr antitrust law. The arbitrators shall have the right to refer any rail 

ragulatery issues tc the STB for an advisory opinion. 

Section 30. Successors and Assigns This Agreement shall mure te the 

benefit of and shall be binding upon the parties hereto and their respective 

successors and assigns. Kowe-ver, this provision shall not be construed tc 

confer on Operators any right or authority to assign all or any part of this 

Agreement without the Authorif/'s prior consent. It is expressly agreed that 

the Authcrity shall have the right to assign its interest m this Agreement to 

a lending institution for purposes of financial security. 

Section 31. Entire Agreement. This Agreement, together with the Agreements 

described in Section 8, contains the entire understanding of the parties with 

respect to its subject matter. It is expiissly understood that the within 

Agreement sliall supersede and replace the existing Operating Agreements 
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between the Authority and the Operators, which shall each terminate effective 

midnight, December 31, 2006. No oral statement or prior written matter shall 

have any force or effect. The parties hereby acknowledge that they are not 

relying on any representations or agreements other tham those contained in 

this Agreement and the Agreements described in Section 8. This Agreement 

shall not be modified except by a written instrument subscribed by both 

parties hereto. 

Section 32. Sever2ibility. If any term, covenant, condition or provision (or 

part thereof) of this Agreement or the application thereof to any person cr 

circumstances shall, ac any Cime or Co any excent, be invalid or 

•unenforceable, the remainder of this Agreemenc cr the application of such term 

er prevision (er remainder chereof) co peisons or circum.scances ocher cnan 

chose as cc which ic is held invalid er -unenforceable, shall noe be affecced 

cnereby, and each eerm, cevenanc, ccndicicn and provision of chis Agreemenc 

shall be valid and be enforced co che f-uliesc excenc permitted by law. 

Section 33. Nondiscrimination. The Ooerater s.'-.all comply -with the 

ncnciscnmmatie: .ause attached heretc and mccrperated herem as Exhibit D 

Section 34. Applicable Law. This .̂ igreement shau 

A-ieh e.ie laws ef che Common-weal eh cf Pennsylvania. 

oe conseruec m ac: 

iused chis Ooere IK vkiTNESS 'wHEREOF, e.-e pareies herece have 

."reeTiene ce ee execuced e\- ehamselves cr by cheir respecei'.''s 

ificars as of c.ie dace and vear firsc accve wriccen 

.\- aue.^ 

Bv:Uwv^'\?l^ :l£rrvvj2-,, 

By: T T ^ A . ' ^ A C t - r r O ^ / ^ ^ T ^ 

>-iO Tl^-^cfrd. 
" ^ 

SEDA-COG JOINT RAIL AUTHORITY 
1 A 

OPERATORS: 

LYCOMING VALLEY RAILROAD COMPANY 

By:. cL.U^{/l C S r 
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'V!Cx - / >CtCU3, 

R A i U i N W A " 

*r^ 

NORTH SHORE RAILROAD 
COMPANY 

«» invTTXY RAILROAD COMPANY JUNIATA VALLEY K A J . I - -

By Yjln^ « o 

- ^ . , < , -T- ' .J^*^ 
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Exhibit A - Railroad Premises 

The Railroad Premises shall include all ofthe property of every kind and description, real, personal, and 
mixed, including the right-of-way, roadbed, track, track materials, poles, wire lines, signals, and other 
facilities, buildings, and appurtances for the following lines, except as otherwise defmed or provided for 
in the Operating Agreement These Premises are more fiilly described in certain deeds from the 
Consolidated Rail Corporation to the Authority. 

Nittanv & Bald Eagle Railroad 
Nittany Main Line fi-om M.P. LOW to M.P 54.3 (Lock Haven to Tyrone) 
Gray Yard adjacent to M.P. 222.2 - M.P. 223.2 (Norfolk Southem Pittsburgh line M.P. numbers) 
Lock Haven Yard adjacent to M.P. 194.3 - M.P. 195.1 (Norfolk Southem Buffalo line M.P. numbers) 
Pleasant Gap Industtial Track firom M.P. 0.0 to M.P. 3.0 
Bellefome Branch firom M.P. 30.8 to M.P. 42.5 (Milesburg to Lemont) 
Bellefonte Sunnyside Yard M.P 32.4 lo M.P. 33.1 
"Shop" Track from M.P. 0.0 to M.P. 1.0 
.Ml operating remnants of the Mill Hall Industrial Track >̂i&BE main Une M.P. 5L9) 

North Shore Railroad 

Nonh Shore Railroad from M.P 213 -15 to M.P 176.97 
BerNvick Yard M.P. 178.7 

Shamokin Vailev Railroad 

Shamokm Vallev Main from M.P 0.0 to Vl.P : 5 . : 
Carbon Run Branch from M.P 0.0 to M.P 1 5 
SAIC Industnal Park Track from M P 0.0 to M.P 1 0 

Lvcoming Vallev Railroad 

Lvcomina Secondar\ from M.P 199.8 to M.P 18'. 1 
NewberrC Yard M.P 18L1 to M.P l"9 -i 
Avis branch from M.P 179-1 to to M.P 166.00 at .•\\is 
.\\\ operaung remnants of the Williamspon Industnal Track 
Antlers Running Track M.P 179 4 to M.P 178 7 

Juniata Vallev Railroad 

Lewistown Yard M.P. 0.2 
Maitland Industrial Track from M.P. 0.0 to M P. 7.4 
Bumham Branch from M.P. 0.0 to M.P 4.0 
MCIDC track 

I 
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Exhibit B - SEDA-COG JOD^IT RAIL AUTHORITY Track Maintenance and Safety Standards 

CFR Title 49: Transportation, PART 213—Modified TRACK SAFETY STANDARDS 

The following subparts have been extracted from the U.S Department of Transportation's Code of 
Federal Regulations Title 49: Track Safety Standards - Pcul 213 and have been modified to provide 
enhanced track standards to be utilized by the Operator/s for the Railroad Premises owned by the SEDA-
COG Joint Rail Authority (JRA). Applicable Subparts diat have been modified from the FRA Track 
Safety Standards for the Authority include the following Subparts: B-Roadbed, C-Track Geomeffy, D-
Track Sirucmre, and E-Track Appliances and Track Related Devices. An additional subpart, JRA 
Maintenance of Way General Requirements, has been added to include general items pertaining to the 
Operators' responsibilities to the Authority under the Agreement regarding reporting and Operators" 
response to identified defects. 

.Applicable Subparts have been identified with the prefix lenering JRA to distinguish the Subpart from the 
FR.^ Track Safet> Standards. FR.\ Subpans not Usted or modified have not been incorporated into this 
documeni for the sake of brevit\. .A.11 other FRA Track Safet\ Standard Subparts, any other Federal. 
State, or local regulatory requirements and .\REMA track standards shall apply to the Railroad Premises 
and shall be followed by the Operators in the maintenance thereof 

FR.A Section Contents Modified for the SEDA-COG Joint Rail .Authority-

Subpart .A—•FR.A Maintenance of Wav General Requirements 

S JR.A 200 
S JR.A201 
{> JR.A 202 
S JR.A 203 

Ooerator's Resnonsibilities. 
Reportina. 
.Annual M.W Plan 
ResDonse to Identified Defects 

Subpart B—Roadbed 

SJR.A213 31 Scope 
$JR.A 213.33 Drainage. 
S JRA 213.37 Vegetation. 

Subpart C—Track Geometrs-

S JRA 213.51 Scope. 
S JRA 213.53 Gage. 
S JRA 213.55 .Alinemem. 
S JRA 213.57 Curves: elevation and speed limitations. 
^ JRA 213.59 Elevation of curved track: runoff. 
§ JRA 213.63 Track surface. 

Subpart D—^Track Stmcture 

S JRA 213.101 Scope. 
S JRA 213 • 103 Ballast: general. 
S JRA 213.109 Crossties. 
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5 JRA 213.110 Gage restraint measurement svstems. 
6 JRA 213.113 Defective rails. 
S JRA 213.115 Rail end mismatch. 
S JRA 213.119 Continuous welded rail (CV/K): general. 
5 JRA 213.121 Rail joints. 
6 JRA 213.122 Torch cut rail. 
S JRA 213.123 Tie Plates. 
S JRA 213.127 Rail fastening svstems. 
S JRA 213.133 Tumouts and track crossings generallv. 
S JRA 213.135 Switches. 
S JRA 213.137 Frogs. 
5 JRA 213.139 Soring rail frogs. 
S JR.A 213.141 Self-guarded fi^gs. 
S JR.A 213.143 Frog guard rails and guard faces: gage. 

Subpart E—Track .Appliances and Track-Related Devices 

S JRA 213.201 Scope. 
SJR.A213 205 Derails. 
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Subpart A—JRA Maintenance of Way General Requirements 

Subpart B—Roadbed 

§JRA213J1 Scope. 

This subpart prescribes minimum requirements for roadbed and areas immediately adjacent to roadbed 
within the Railroad Premises. 

§ JRA213J3 Drainage. 

Each drainage or other water carrying facility under or immediately adjacent to the roadbed shall be 
maintained and kept free of obstruction to accommodate expected water flow for the area concemed. 

Special attention shall be given to maintaining drainage flow away from the track strucmre at mmouts and 
grade crossings. 

§ JRA 213.37 Vegetation. 

Vegetation on railroad property which is on or immediately adjacent to roadbed shall be controlled so that 
It does not— 

I a) Become a fire hazard to track-carrying structures. 

(b) Obstruct visibility of railroad signs and signals' 

(1) .Along the right-of-way. and 

(2) At highway-rail crossings. 

ic) Interfere vAith railroad employees performing norma! trackside duties. 

I d) Prevent proper functioning of signal and communication lines, or 

(i) Prevent railroad employees from visually inspecting moving equipment from their normal duty-
stations 

Subpart C—Track Geometry 

§ JRA 213.51 Scope. 

This subpart prescribes requirements for the gage, alinement, and surface of track, and the elevation of 
outer rails and speed limitations for curved track. 



§ JRA 213.53 Gage. 

"^ (a) Gage is measured between the heads of the rails at right-angles to the rails in a plane five-eighths of an 
'^ inch below the top ofthe rail head. 

(b) Gage shall be within the limits prescribed in the following table— 

Class of track 
Excepted track 
Class 1 track 
Class 2 and 3 track 
Class 4 and 5 track 

1 The gage must be at least-
INA 
1 4' 8" 
1 4' 8" 
i 4' 8" 

But not more than-
4'10" 
4' 10" 
4 ' 9y4" 

4- 9'/," i 

§ JRA 213.55 Alinement. 

Alinement may not deviate from uniformity more than the amount prescribed in the following table: 

Tangent track Curved track 

Class of track ' The deviation ofthe mid- ' The deviation of the mid- ' The deviation of the 
• offset from a 62 foot line' '; ordinate from a 31 foot ; mid-ordinate from a 62 
• may not be more than - chord" may not be more ; foot chord" may not be 

(inches) than - (inches) more than -1 inches) 
Class i track 
Class 2 track 
Class 3 track 
Class 4 track 
Class 5 track 

3 
-1 

1-: 
, 14 

\U 

N.A-
N.A" 
1'/* 

: 1 
' • , . 

3 
! -1 

• Vh 

• 1'/: 
! V. 

The ends of ihe line shall be at points on ;ne aaae sme of :ne '.ins rail f;ve-cighths of an inch beio* the top of tne railhead 
Eiincr rail ma\ oe used as the line ran. hov^ever. Lie same raii snail oe used for the full length of that tangenf.ai segment of tracic 

'The ends oi the cnord shall be at points on the gage sioe of ins outer raii. I'lve-eighihs of an inc.". below me top of :iie railneac 

•N. V Not Appiicaole. 

§ JR.A 213.57 Curves: elevation and speed limitations. 

U) The ma,\imum crosslevel on the outside rail of a curve .r.ciy not be more than 6 inches on track Classes 
1 and 2: and 6 inches on Classes 3 through 5 E.xcept as provided in §213.63. the outside rail ofa curve 
mav not be lower than the inside rail. 



(b)(1) The maximum allowable operating speed for each curve is determined by the following 
formula— 

\ 0 0(30'-

3_ 

0(W7D 

Where— 

Vmax = Maximum allowable operating speed (miles per hour). 

E, = Actual elevation ofthe outside rail (inches).' 

' Actual elevation for each 155 foot track segment in the body ofthe curve is determined by 
averaging the elevation for 10 points through die segment at 15.5 foot spacing. If the curve length 
is less than 155 feet, average the points through die ftill length ofthe body ofdie curve. 

D = Degree of curvature (degrees).' 

• Degree of curvature is determined by averaging the degree of curvature over the same track 
segment as the elevation. 

(2) Table 1 of .Appendix .A is a table of ma-Ximum allov^able operating speed computed in 
accordance with this formula for various elevations and degrees of curvature 

(Od ) For rolling stock meeting the requirements specified in paragraph (d) ofthis section, the 
ma.ximum operating speed for each cune may be determined by the following formula— 

1 E -1-4 

^ 0 0007.3 

Where— 

^ max = Maximum allowable operating speed (miles per hour). 

Ea = .Actual elevation ofthe outside rail (inches). 

D = Degree of curvamre (degrees) ' 

(2) Table 2 of .Appendix A is a table of maximum allowable operating speed computed in 
accordance with this formula for various elevations and degrees of curvamre. 

§ JRA 213.59 Elevation of curved track; runofl'. 

(a) If a curve is elevated, the full elevation shall be provided throughout the curve, unless physical 
conditions do not permit. If elevation runoff occurs in a curve, the actual minimum elevation shall be used 
in computing the maximum allowable operating speed for that curve under §213.57(b). 



D 
(b) Elevation runoff shall be at a uniform rate, within the limits of track surface deviation prescribed in 
§213.63, and it shall extend at least the fiill lengdi ofthe spirals. If physical conditions do not permit a 
spiral long enough to accommodate the minimum length of runoff, part ofthe runoff may be on tangent 
track. 

§ JRA 213.63 Track surface. 

The Operators shall maintain the surface of its track within die limits prescribed in the following table: 

Track surface 

The runoff in any 31 feet of rail at the 
end ofa raise may not be more 
than 

Class of track | 
1 

(inches) 

3 ' / : 

2 
(inches) 

3 

3 
(inches) 

2 

4 
(inches) 

1 '/j 

5 ; 
(inches) ! 

1 I 

The deviation from uniform prot~ile on 
either rail at the mid-ordinate of a 62-fooi 
chord may not be more 
than 

The deviation from zero crosslevel at any 
point on tangent or reverse crosslevel 
elevation on curves ma\ not be more 1'', 
:n;in 

The dir'fersnce m crosslevel between any 
two points less than 62 feet apart ma> not 
t3c more than* 

"Where determined by engineermg 
decision prior to the promulgation ofthis 
rule, due to physical restrictions on spiral 
length and operating practices and 
e.xpenence. the variation in crossievei on 
spirals per 31 feet may not be more 
than 

'Except as limited b\ % 213 37( a), where the elevation at an> pomt m a curve equals or exceeds 6 inches, the difference in 
crosslevel withm 62 feet between that point and a point with greaier elevation.may not be more than I'll.l* inches. 

•However, to control harmonics on Class 2 through i jointed track wt'.. -jggered joints, the crosslevel differences shall noi 
exceed V l/4\ inches m all of six consecutive pairs of joints, as creatcu oy 7 low joints Track with joints staggered less than 10 
feet shall not be considered as having staggered joints Joints withm the 7 low joints outside of the regular joint spacing shall not 
be considered as joints for purposes of this footnote. 
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Subpart D—Track Structure 

§ JRA 213.101 Scope. 

This subpart prescribes minimum requirements for ballast, crossties, track assembly fittings, and the 
physical conditions of rails. 

§ JRA 213.103 Ballast; general. 

Unless it is otherwise structurally supported, all track shall be supported by material which will — 

(a) Transmit and distribute the load ofthe track and railroad rolling equipment to the subgrade; 

fb) Restrain the track laterally, longitudinally, and vertically under dynamic loads imposed by railroad 
rolling equipment and thermal stress exened by the rails: 

(c 1 Provide adequate drainage for the track: and 

(dl Maintain proper track crosslevel. surface, and alinement. 

§JR.A213.109-A Crossties. 

(3) Crossties shall be maae ofa matenal to vvhich rail can be securely fastened. 

(bl Each 39 foot segment of track shall have— 

(1) .A sufficient number of crossties which in combination provide effective support that v, ill— 

III Hold gage within the limits prescribe '; m §213.53(b). 

(11) Vlaintain surface within the limits prescnbed in §213.63. and 

(iii'i Maintain alinement within the limits prescribed in §213.55. 

(21 The minimum number and type of crossties specified in paragraphs (c) and (d) ofthis section 
effectively distributed to support the entire segment: and 

(3) .At least one crosstie ofthe type specified in paragraphs (c) and (d) ofthis section that is 
located at a joint location as specified in paragraph (0 ofthis section. 

(c) Each 39 foot segment of Class 1 track shall have seven crossties; Classes 2 and 3 track shall have 
eleven crossties; and Classes 4 and 5 track shall have 14 crossties, which are not: 

(1) Broken or split through; 

(2) Split or otherwise impaired to the extent the crossties will allow the ballast to work through, 
or will not hold spikes or rail fasteners in place; 



I- > 

(3) So deteriorated that the tie plate or base ofrail can move laterally more dian 1/2 inch relative 
to the crossties; or 

(4) Cut by the tie plate dirough more than 10 percent of a ties' thickness. 

(d) Each 39 foot segment of track shall have the minimum number and type of crossties as indicated in 
die following table: 

Class of track 

Class 1 track 

Tangent track and curves less 
than or equal to 2 degrees 

7 
Class 2 track I 11 
Class 3 track 1 11 

Tumouts and curved track 
over 2 degrees 

8 
13 i 
13 1 

Class 4 and 5 track 1 14 1 15 

le) Crossties counted to satisfy the" requirements set forth in the table in paragraph id) ofthis section shall 
not be— 

(1) Broken or split through: 

(2) Split or otherwise impaired to the extent the crossties will allow the ballast to work through, 
or will not hold spikes or rail fasteners in place: 

(31 So detenorated that the tie plate or base of rail can move laterally ! 2 inch relative to the 
crossties; or 

(•il Cut by the tie plate through more than 10 percent ofa crosstie's thickness 

' 0 Class 1 and Class 2 track shall have one crosstie whose centerline is within 2-i inches ofeach rail joint 
location, and Classes 3 through 5 track shall have one crosstie whose centerline is within 18 inches of 
each rail joint location or. two crossties whose centerlines are within 24 inches either side ofeach rail 
joint location The relative position of these ties is descnbed in the following diagrams: 

CIa.\sc\ I und 2 

I T 
O O O O 

3X 

< -ts" >• 

Each rail joint in Classes 1 and 2 traclc shall be supported by at least one crosstie specified in paragraphs 
(Cj and fd) ofthis section whose centerline is -within 48&inch; sho-wn above. 



Classes S through 5 

X 
1£ 

O O O O 
TC I 

te 
''̂ l-^ 

3 6 " - > 

Each rail joint in Classes 3 through 5 traclc shall be supported by either at least one crosstie specified in 
paragraphs (c) and (d) ofthis section -whose centerline is •within 36&inch; shown above, or: 

\ 

X 
O O O O 

24" > l < 24' 
4 S ' : ^ 

Two crossties, one on each side ofthe rail joint, whose centerlines are withm 24&inch. ofthe railjoim 
location shown above. 

Curves greaier than 2 degrees on Classes 2 t/vovgh 5 track shall have che high side joints supported b\ 
effective ties on each side ofthe rail jomt 

I g) For track constructed without crossties. such as slab track, track connected directly to bndge structural 
components, and track over servicing pits, the track structure shall meet the requirements of paragraphs 
(b)i 1 III), (ii). and (iii) ofthis section. 

§ JR.A 213.109-B Switch Tim ber. 

§ JR.A 213.113 Defective rails. 

I ai When the Operators learn, through inspection or otherwise, that a rail in that track contains any of die 
Defects listed in the following table, a person designated under §213.7 shall determine whether or not the 
track may continue in use. If he determines that the track may continue in use. operation over the 
defective rail is not permitted until— 

{1) The rail is replaced: or 

(2) The remedial action prescribed in the table is inidated. 
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Notes .A. .Assign person designated under §213.7 to visually supervise each operation over defective rail. 

A2. Assign person designated under §213.7 to make visual inspection. .After a visual inspection, 
that person may authorize operation to continue without continuous visual supervision at a 
maximum of 10 m.p.h. for up to 24 hours prior to anodier such visual inspection or replacement 
or repair of the rail. 

B. Limit operating speed over defective rail to that as authorized by a person designated under 
§213.7(a), who has at least one year of supervisory experience in railroad track maintenance. The 
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operating speed cannot be over 30 m.p.h. or the maximum allowable speed under §213.9 for the 
class of track concemed, whichever is lower. 

C. Apply joint bars bolted only through the outermost holes to defect within 20 days after it is 
determined to continue die track in use. In the case of Classes 3 through S track, limit operating 
speed over defective rail to 30 m.p.h. until joint bars are applied; thereafter, limit speed to SO 
m.p.h. or the maximum allowable speed under §213.9 for the class of track concerned, whichever 
is lower. When a search for intemal rail defects is conducted under §213.237, and defects are 
discovered in Classes 3 through 5 which require remedial action C, the operating speed shall be 
limited to 50 m.p.h., or the maximum allowable speed under §213.9 for the class of track 
concemed, whichever is lower, for a period not to exceed 4 days. If the defective rail has not been 
removed from the track or a permanent repair made within 4 days ofthe discovery, limit 
operating speed over the defective rail to 30 m.p.h. until joint bars are applied; diereafter, limit 
speed to 50 m.p.h. or the maximum allowable speed under §213.9 for the class of track 
concemed. whichever is lower. 

D. -Apply joint bars bolted only through the outermost holes to defect within 10 days after it is 
determined to continue the track in use. In the case of Classes 3 through 5 track, limit operating 
speed over the defective rail to 30 m.p.h. or less as authorized by a person designated under 
§213 7(a). who has at least one year of supervisory experience in railroad track maintenance, until 
joint bars are applied: thereafter, limn speed to 50 m.p.h. or the maximum allowable speed under 
S213.9 for the class of track concemed. whichever is lower 

E. .Apply joint bars to defect and bolt in accordance with §213 121(d1 and (e). 

F Inspect rail <̂0 days after it is determined to continue the track in use. 

G. Inspect rail 30 days after it is determined to cc-::r'ue the track m use. 

H. Limit operating speed over defective rail to 50 m.p.h. or the maximum allowable speed under 
^213.9 for the class of track concerned, whichever is lower 

I. Limn operating speed over defective rail to 30 m.p.h. or the maximum allowable speed under 
§213 9 for the class of track concemed. whichever is lower. 

(b) .As used m this section— 

(1) Transverse fissure means a progressive crosswise fracture staning from a crystalline center or 
nucleus inside the head from which it spreads outward as a smoodi. bnght. or dark, round or oval 
surface substantially at a right angle to the length ofthe rail. The distinguishing features of a 
transverse fissure from other types of fracmres or defects are the crystalline center or nucleus and 
the nearly smooth surface ofthe development which surtounds it. 

(2) Compound fissure means a progressive ftacmre originating in a horizontal split head which 
tums up or down in the head of die rail as a smooth, bright, or dark surface progressing until 
substantially at a right angle to die lengdi of the rail. Compound fissures require examination of 
both faces of the fracmre to locate the horizontal split head from which diey originate. 

(3) Horizontal split head means a horizontal progressive defect originating inside of die rail head, 
usually one-quarter inch or more below the running surface and progressing horizontally in all 
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directions, and generally accompanied by a flat spot on the running surface. The defect appears as 
a crack lengthwise ofthe rail when it reaches the side ofthe rail head. 

(4) Vertical split liead means a vertical split through or near the middle ofthe head, and extending 
into or through it. A crack or rust streak may show under the head close to die web or pieces may 
be split off the side ofthe head. 

(5) Split web means a lengthwise crack along the side ofthe web and extending into or through it. 

(6) Piped rail means a vertical split in a rail, usually in the web, due to failure of the shrinkage 
cavity in die ingot to unite in rolling. 

(7) Broken base means any break in the base ofthe rail. 

(8) Detail fracture means a progressive fracmre originating at or near the surface ofthe rail head. 
These fractures should not be conftised with transverse fissures, compound fissures, or other 
defects vvhich have intemal ongins. Detail fracmres may arise from shelly spots, head checks, or 
flaking. 

(9) Engine burn fracture means a progressive fracture originating in spots where driving wheels 
have slipped on top ofthe rail head. In developing downward they frequently resemble the 
compound or even transverse fissures widi which they should not be confused or classified. 

(10) Ordinary brealc means a pamal or complete break in which there is no sign ofa fissure, and 
in vvhich none ofthe other defects descnbed in this paragraph (b) are found. 

(1 h Damaged rail means any rail broken or injured by wrecks, broken, flat, or unbalanced 
wheels, slipping, or similar causes 

(12) Flattened rail means a short length ofrail. not at a joint, which has flattened out across the 
width ofthe rail head to a depth of 3'8 inch or more below the rest ofthe rail. Flanened rail 
occurrences have no repetitive regularity and thus do not include comigations. and have no 
apparent localized cause such as a weld or engine bum. Their individual length is relatively short, 
as compared to a condition such as head flow on the low rail of curves. 

(13) Bolt hole crack means a crack across the web. originating from a bolt hole, and progressing 
on a path either inclined upward toward the rail head or inclined downward toward the base. 
Fully developed bolt hole cracks may continue honzontally along the head/web or base/web fillet, 
or they may progress into and through the head o\ base to separate a piece of the rail end from the 
rail. Multiple cracks occumng in one rail end are considered to be a single defect. However, bolt 
hole cracks occurring in adjacent rail ends withm the same joint must be reported as separate 
defects. 

(14) Defective weld means a field or plant weld containing any discontinuities or pockets, 
exceeding 5 percent ofthe rail head area individually or 10 percent in the aggregate, oriented in 
or near the transverse plane, due to incomplete penetration of the weld metal between the rail 
ends, lack of ftision between weld and rail end metal, entrainment of slag or sand, under-bead or 
other shrinkage cracking, or fatigue cracking. Weld defects may originate in the rail head, web, or 
base, and in some cases, cracks may progress from the defect into either or both adjoining rail 
ends. 
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(15) Head and web separation means a progressive fracmre, longimdinally separating the head 
from the web ofthe rail at the head fillet area. 

§ JRA 213.115 Rail end mismatch. 

Any mismatch of rails at joints may not be more than the 
following -

Class of track 
On the tread ofthe rail >'..id5 
(inches) 

On die gage side ofdie rail ends 
(inches) 

Class I track '/. % 
Class 2 track '/. 3/16 
Class 3 track 3/16 3/16 
Class 4 and 5 track 1/8 1/8 

§ JRA 213.119 Continuous welded rail (CWR); general. 

Each Operator with track constructed of CWR shall have in effect and comply with wrinen procedures 
which address the installation, adjustment, maintenance, and inspection of CWR. and a training program 
for the application of those procedures, which shall be submitted to the Federal Railroad .Administration. 
FR,A reviews each plan for compliance with the following— 

(a) Procedures for the installation and adjustment of CWR which include— 

(1) Designation of a desired rail installation temperature range for the geographic area in which 
the CWR is located, and 

(2) De-stressing procedures-'methods which address proper anainment ofthe desired rail 
installation temperamre range when adjusting CWR 

(bl Rail anchoring or fastening requirements that will provide sufficient restraint to limit longitudinal rail 
and crosstie movement to the e.xient practical, and specifically addressing CWR rail anchonng or 
fastening panerns on bridges, bridge approaches, and at other locations where possible longimdinal rail 
and crosstie movement associated with normally expected tram-induced forces, is restncted 

(c) Procedures which specifically address maintaining a desired rail installation temperature range wnen 
cumng CWR including rail repairs, in-track welding, and m conjunction with adjustments made in the 
area of tight track, a track buckle, or a pull-apan. Rail repair practices shall take into consideration 
existing rail temperature so that— 

(1) When rail is removed, the length installed shall be determined by taking into consideration the 
existing rail temperature and the desired rail installation temperamre range; and 

(2) Under no circumstances should rail be added when die rail temperamre is below that 
designated by paragraph (a)(1) ofthis section, without provisions for later adjustment. 

(d) Procedures which address the monitoring of CWR in curved track for inward shifts of alinement 
toward the center ofthe curve as a result of dismrbed track. 

(e) Procedures which control tram speed on CWR track when— 
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(1) Maintenance work, track rehabilitation, track construction, or any other event occurs which 
disturbs the roadbed or ballast section and reduces the lateral or longimdinal resistance ofthe 
track; and 

(2) In formulating the procedures under this paragraph (e), the track owner shall— 

(i) Determine the speed required, and the duration and subsequent removal ofany speed 
restriction based on die restoration ofthe ballast, along with sufficient ballast re-
consolidation to stabilize die track to a level that can accommodate expected train-
induced forces. Ballast re-consolidation can be achieved dirough either the passage of 
train tonnage or mechanical stabilization procedures, or both: and 

(ii) Take into consideration die type of crossties used. 

(f) Procedures which prescribe when physical track inspections are to be performed to detect buckling 
prone conditions m CWR track. At a minimum, these procedures shall address inspecting track to 
identify— 

(1) Locations where light or kinky rail conditior-- aic likely to occur. 

(2) Locations where track work ofthe namre descnbed in paragraph (e)( 1) ofthis section have 
recently been performed: and 

(3) In formulating the procedures under this paragraph (fi. the track owner shall— 

(1) Specify the timing of the inspection, and 

(li) Specify the appropriate remedial actions to be taken when buckling prone conditions 
are found. 

lg) The Operators shall have in effect a comprehensive training program for the application of these 
written CWR procedures, with provisions for penodic re-training. for those individuals designated under 
§213 T of this part as qualified to supervise the installation, adjustment, and maintenance of CWR track 
and to perform inspections of CWR track. 

(h) The Operators shall prescribe record keeping requirements necessary to provide an adequate history of 
track constructed with CWR. .At a minimum, these records must include: 

(1) Rail temperamre. location, and date of CWR installations. This record shall be retained for at 
least one year, and 

(2) A record of any CWR installation or maintenance work diat does not conform with the wrmen 
procedures. Such record shall include the location ofthe rail and be maintained until the CWR is 
brought into conformance with such procedures. 

(i) As used in this section— 

/ 
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(1) Ad/usting/de-stressing means the procedure by which a rail's temperamre is re-adjusted to the 
—\ desired value. It typically consists of cutting the rail and removing rail anchoring devices, which 
..,^- provides for the necessary expansion and contraction, and then re-assembling the track. 

(2) Buckling incideru means the formation ofa lateral mis-alinement sufficient in magnimde to 
constimte a deviation from die Class 1 requirements specified in §213.55 ofdiis part. These 
normally occur when rail temperamres are relatively high and are caused by high longitudinal 
compressive forces. 

(3) Continuous welded rail (CWR) means rail thai has been welded togedier into lengths 
exceeding 400 feet. 

(4) Desired rail installation temperature range means the rail temperamre range, within a specific 
geographical area, at which forces in Ĉ V'R should not cause a buckling incident in extreme heat, 
or a pull-apart during extreme cold weather. 

(5) Disturbed track means the disturbance ofdie roadbed or ballast section, as a result of track 
maintenance or any other event, which reduces the lateral or longimdinal resistance of the track, 
or both 

(6) Sflechanical stabilization means a type of procedure used to restore track resistance to 
disturbed track following cenain maintenance operalions. This procedure may incorporate 
dynamic track stabilizers or ballast consol idators. which are units ofwork equipment that are 
used as a subsiimte for the stabilization action provided by the passage of tonnage trains. 

f~; Rail anchors means those devices which are anached to the rail and bear against the side of 
the crosstie to control longimdinal rail movement. Certain types ofrail fasteners also act as rail 
anchors and control longimdinal rail movement by exening a downward clamping force on the 
upper surface ofthe rail base. 

(8) Rail temperature means the temperature ofthe rail, measured with a rail thermometer 

(91 Tight/kinky rail means CWR which exhibits minute alinement irregularities which mdicate 
that the rail is in a considerable amount of compression. 

(10) Tram-induced forces means the vertical..longitudinal, and lateral dynamic forces which are 
generated during tram movement and which can contribute to the buckling potential. 

(11) Track lateral resistance means the resistance provided to the raiVcrosstie strucmre against 
lateral displacement. 

(12) Track longitudinal resistance means the resistance provided by the rail anchors/rail fasteners 
and the ballast section to the rail/crosstie stmcmre against longimdinal displacement. 

§ JRA 213.121 Rail joints. 

(a) Each rail joint insulated joint, and compromise joint shall be of a strucmrally soimd design and 
dimensions for the rail on which it is applied. 
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(b) If a joint bar on Classes 3 through 5 track is cracked, broken, or because of wear allows excessive 
vertical movement of either rail when all bolts are tight, it shall be replaced. 

(c) If a joint bar is cracked or broken between the middle two bolt holes it shall be replaced. 

(d) In the case of conventional jointed track, each rail shall be bolted with at least two bolts at each joint 
in Classes 2 through 5 track, and with at least one bolt in Class I track. 

(e) In the case of continuous welded rail track, each rail shall be bolted with at least two bolts at each 
joint. 

(f) Each joint bar shall be held in position by track bolts tightened to allow the joint bar to firmly suppon 
che abutting rail ends and to allow longimdinal movement ofdie rail in the joint to accommodate 
expansion and contraction due to temperamre variations. When no-slip, joint-io-rail contact exists by 
design, the requirements ofthis paragraph do not apply Those locations, when over 400 feet in length, 
are considered to be continuous welded rail track and shall meet all the requirements for continuous 
welded rail crack prescribed in this pan. 

I g) No rail shall have a bolt hole which is torch cut or burned in Classes 2 dirough 5 track. 

(h) No joint bar shall be reconfigured by torch cuning in Classes 3 through 5 track. 

§ .fR-A 213.122 Torch cut rail. 

I a) E.xcept as a temporary repair in emergency situations, no rail having a torch cut end shall be used in 
Classes 3 through 5 track When a rail end is torch cut m emergency situations, train speed over that rail 
end shall not exceed the maximum allowable for Class 2 track. For existing torch cut rail ends in Classes ./ 
3 through 5 track the following shall apply— 

(1) Within one year of July I. 2007. all torch cut rail ends in Class 5 track shall be removed: 

(2) "̂  ithin two years of July 1. 200". all torch cut rail ends in Class -i track shall be removed, and 

(3) Within one year of July I. 200". all torch cut rail ends in Class 3 track over which regularly 
scheduled passenger trains operate, shall be inventoried by the crack owner. 

(b) Following'the expiration ofthe time limits specified in paragraphs (a)( I). (2). and (3) ofthis section, 
any torch cut rail end not removed from Classes 4 and 5 track, shall be removed within 30 days of 
discovery. Tram speed over that rail end shall not exceed the maximum- allowable for Class 2 track until 
removed. 

§ JRA 213.123 Tie plates. 

(a) In Classes 2 through 5 track where timber crossties are in use there shall be tie plates under the 
mnning rails on all ties. 

(b) In Classes 3 through 5 track no metal object which causes a concentrated load by solely supporting a 
rail shall be allowed between die base ofthe rail and the bearing surface ofthe tie plate. 
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§ JRA 213.127 Rail fastening systems. 

Track shall be fastened by a system of components which effectively maintains gage within die limits 
prescribed in §213.53(b). Each component ofeach such system shall be evaluated to determine whether 
gage is effectively being maintained. 

§ JRA 213.133 Turnouts and track crossings generally. 

(a) In mmouts and track crossings, the fastenings shall be intact and maintained so as to keep the 
components securely in place. Also, each switch, frog, an^ giiard rail shall be kept free of obstructions 
that may interfere with the passage of wheels. 

(b) Classes 3 through 5 track shall be equipped with rail anchoring through and on each side of crack 
crossings and mmouts. to restrain rail movement affecting the position of switch points and frogs, (c) 
Each flangeway at mmouts and track crossings shall be at least 1 1.'2 inches wide. 

id) Tumouts shall be level laterally and properly anchored. 

§JR.A 213.135 Switches. 

(ai Switch points shall match flush to the stock rails with full bearing on all plates. Stock rail or switch 
point (lip) overflow shall be ground penodically co maintain flush closure ofthe switch point Each stock 
rail must be securely seated in switch plates, but care shall be used to avoid canting the stock rail by 
ovenightenmg the rail braces. 

(b) .All plates shall lie flat on ail switch timber with braces drawn tight and secure without displacing the ./ 
"seating" ofthe stock rail. 

(bl Each switch point shall fit its stock rail properly, with the switch stand in either of its closed positions 
to allow wheels to pass the switch point. Lateral and venical movement ofa stock rail in the switch plates 
or ofa switch plate on a tie shall not adversely afreet the Hi ofthe switch point to the stock rail Broken or 
cracked switch point rails will be subject to the requirements of §213.113. e.xcept that where remedial 
actions C. D. or E require the use of joint bars, and joint bars cannot be placed due to the physical 
configuration ofthe switch, remedial action B will govem. taking into account any added safety provided 
by the presence of reinforcing bars on the switch points. 

(c) Each switch shall be maintained so that the outer edge ofthe wheel tread cannot contact che gage side 
ofthe stock rail. 

(d) The heel ofeach switch rail shall be secure with a complete set of all heel block bolts secured and the 
bolts in each heel shall be kept tight. 

(e) Each switch stand and connecting rod shall be securely fastened and operable without excessive lost 
motion. 

(f) Each throw lever shall be maintained so that it cannot be operated with die lock or keeper in place. 
Keepers shall be tightly secured to the headbiock umber so there is no more than 1/8-inch movement in 
the keepers when the throw lever is manipulated. 
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(g) Each switch position indicator shail be clearly visible oi all times. 

(h) Unusually chipped or worn switch points shall be repaired or replaced. Metal flow shall be removed to 
insure proper closure. Switch points that are worn in excess of six inches back and 5/8" below the 
nmning surface ofthe stock rail shall be replaced if located on Main Line track. Welding switch points at 
the point of switch to the head separation shall not be permitted on Main Line Track. Switch points may 
be welded at the points to the head separation by a qualified track welder on Branch Lines, Industrial 
Tracks, and in Yards. Rail-end battered .switch heels may be welded by a qualified track welder on all 
track. 

(i) Immediate protection and prompt corrective action shall be taken if a switch point is found to stand 
open more than 3/16 - inch or if a switch point is found to have an unprotected flat vertical surface of 
5/16-inch or more in width at a depth of 5/8-inch below the ranning surface ofthe stock rail. 

(j) Tongue & Plain .Vlate switches, which by design exceed Class 1 and excepted track maximum gage 
limits, are permitted in Class I and excepted track 

(k) .All fastenings shall be properly torqued and secured. 

§JR.A 213.137 Frogs. 

la) The flangeway depth measured from, a plane across the wheel-bearing area ofa frog on Class 1 track 
shall not be less than I 3'8 inches, or less chan 1 1 2 inches on Classes 2 through 5 track 

(b) If a frog point is chipped, broken, or worn mors than five-eighths inch down and 6 inches back, 
operating speed over the frog shall not be more than 10 m.p.h. 

(c) If the tread portion ofa frog casting is worn down more than three-eighths inch below die original 
contour, operating speed over that frog shall not be more than 10 m.p.h. 

(d) Where frogs are designed as flange-bearing, flangeway depth may be less than that shown for Class i 
if operated at Class 1 speeds. 

§ JR-A 213.139 Spring rail frogs. 

(a) The outer edge ofa wheel tread shall not contact die gage side ofa spring wjng rail, 

fb) The toe ofeach wmg rail shall be solidly camped and fully and tightly bolted. 

(c) Each frog with a bolt hole defect or head-web separation shail be replaced. 

(d) Each spring shall have compression sufficient to hole 'he wing rail against the point rail. 

(.e) The clearance between the holddown housing and the hom shall not be more than one-fourth of an 
inch. 
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§ JRA 213.141 Self-guarded frogs. 

(a) The raised guard on a self-guarded frog shall not be worn more than three-eighths of an inch. 

(b) If repairs are made to a self-guarded frog without removing it fiom service, the guarding face shall be 
restored before rebuilding the point 

§ JRA 213.143 Frog guard rails and guard faces; gage. 

The guard check and guard face gages in frogs shall be within the limits prescribed in the following 
table— 

Guard check gage { Guard face gage 
. The distance between the gage 1 The distance between guard 
, line ofa frog to the guard line' of I lines' measured across the track 

Class of track • its guard rail or guarding face. ; at right angles to the gage line'. 
; measured across the track at nght ' mav not be more than -
' angles to the gage line', may not 
; be less than -

Class 1 track 
Class 2 track 
Class 3 and -i tracK 
Class 5 track 

• a ' 6 v r 
r 6Va" 
4- 6 3.'8" 
4- 6-:" 

-i" 5 1/8" 
4" 5 1/8'" 
4- 5 1'8" 
4" 5" 

A line aiong that siae ot -.ne :'iansew3> whicn is nearer to me csnier ofthe tracK jna at tne same elevation as :he "age iinc 

"-. ime 5 8 men oelow tne top ofthe center line ofthe heaa ofthe -unning ran. or corresponaing location ofthe treac Dor.ior. of 
tne rracK structure 
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Exhibit C - Operating Fees 

On die fifteenth (15di) day ofeach month following die execution ofthis Agreement, Operator shall pay 

!'• . •) to the Authority the following: 

(a) Gross Freight Revenues : For the period beginning Januaiy 1, 2007, until June 30, 2007, an 

amount equal to five (5%) percent ofthe gross freight revenues received by Operator during the previous 

calendar month. For die period beginning July 1, 2007 and continuing through die remainder ofdie term 

ofthe Operating Agreement, an amount equal to ten (10%) percent ofthe gross freight revenue received 

by Operator during the previous calendar month. "'Gross Freight Revenues" shall include all freight 

revenue senlements with the Class I carriers, and local freighl charges. E.xcluded from this definition are 

Operators" revenues received for demurrage, car repairs, car hire, car usage and car cleaning and repair or 

maintenance of track off of the Railroad Premises 

(b) Car Storage Twenty five (25%) percent ofthe car storage rentals received by Operator 

during the precedmg calendar month. 

ic) LVRR Scale. The Authonty has installed a scale in the Newberry Yard. Williamspon. 

Pennsylvania. The .Authonty and the Operator agree that such scale will be made available for use by 

customers ofthe Operator in weighing such inbound and/Or outbound materials as required by such 

customers, provided that the Operacor shall pay to the .Authonty S5.00 per each carload weighed on the 

said scale. Operator shall be solely responsible for che mamcenance and repair of che said scale during the 

term ofthe Operating Agreement and will be liable, defend and indemnify the .Authority for any damages, 

harm, or injury co che scale caused by che negligence ofthe Operator, its agents, or employees Operator 

shall have the right to charge us customers such amounts as it determines for use of such scale 

(d) NBER .Vlam Trackage Rights: The .Authonu- :nd Operator have executed a certain agreement 

with Norfolk Southem (referred to herein as the "Trackage Rights Agreement"') providing for the grant of 

trackage rights to Norfolk Southem on portions of both the Nittany and Bald Eagle and Lycoming Valley 

Railroads (the "Subject Trackage") in consideration ofthe payment to Operator of compensation (referred 
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I 
to as 

' agree 

"Current Charges") as set forth in Sections 4 and 5 of said Trackage Rights Agreement The parties 

that Operator shall be entitled to receive all compensation payable by Norfolk Southem pursuant to 

said Agreement; pn)vided, however, diat in addition to die Operating Fees to be paid to die Authority 

pursuant to Exhibit C ofdiis Agreement, Operator agrees to pay to die Audiority fifteen (15%) percent of 

all such compensation received by it from Norfolk Soudiem under die temis ofdie said Trackage Rights 

.Agreement 
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Exhibit D - Anti-Discrimination Qause 

A . - / 
' ' During die term ofdie Operating Agreement die Operators, pursuant to Presidential Executive Order No. 

11246, agree as follows: 

a. In the hiring ofany employees for the manufacmre of suppiies, performance ofwork, or any other 
activity required under the Agreement or any subcontract the Operator, subcontractor, or any 
person acting on behalf of die Operator or subcontractor shall not by reason of gender, race, 
creed, or color discriminate against any citizen ofdiis Commonwealth who is qualified and 
available to perform die work to which die employment relates. 

b. Neither the Operator nor any subcontractor nor any person on dieir behalf shall in any manner 
discriminate against or intimidate any employee involved in the manufacmre of supplies, die 
performance ofwork, or any odier activity required under the Agreement on account of gender, 
race, creed, or color. 

c. The Operator and any subcontractors shall establish and maintain a wrinen sexual harassment 
policy and shall infomi dieir employees of che policy The policy must contain a notice that 
se.xual harassment will not be tolerated, and employees who practice it will be disciplined. 

d. The Operator shali not discnminace by reason of gender, race, creed, or color against any 
subcontractor or supplier who is qualified to perform the work to which the .Agreement relates 

e. The Operator and each subcontractor shall fumi'.:: di\ necessary employment documents and 
records to and permit access to its books, records, and accounts by the .Authonty for the purpose 
of investigation to ascertain compliance widi die provisions ofdiis .Anti-Discnmination Clause 

f The Operator shall include the provisions ofthis .Anti-Discrimination Clause in every subcontract 
so that such provisions will be bmding upon each subcontractor. 

g. The .Authonty may cancel or terminate die .Agreement, and all money due or to become due from 
the .Authority under the .Agreement may be forfeited upon a final determination by an 
administrative agency or coun ofthe operator's noncompliance vvith the cerms and condicions of 
chis .Anti-Discrimmation Clause 
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EDA-COG: Regional Rail System is Recognizedfor Business Development Page 1 of 1 

Recent News 
Search SEDA-COG Home Back Printable Version Text-Only Full-Screen 

Regional Rail System is Recognized 
for Business Development 

For the second year in a row, Central Pennsylvania's system of short line 
railroads has received three awards from Norfolk Southern (NS), the major 
Class I railroad that serves much of the eastern United States. Awards were 
distributed at NS's recent short line conference in Roanoke, VA. NS connects 
with over 250 short lines including the five in Central Pennsylvania, all of which 
are owned by the SEDA-COG Joint Rail Authority (JRA): 

- Juniata Valley Railroad 

- Lycoming Valley Railroad 

- Nittany & Bald Eagle Railroad 

- North Shore Railroad 

- Shamokin Valley Railroad 

North Shore Railroad Systems, the private firm which operates the JRA's lines, 
received Norfolk Southern's Platinum Award for exceeding its carload goals for 
2007. Last year, all the short lines that are connected with NS committed to -
adding at least 250 additional carloads. The JRA's five lines actually exceeded 
its goal by over a thousand. 

Lycoming Valley Railroad (LVRR) received a NS business development award 
for a new liquid propane terminal, owned by UGI Energy Services, at the 
Newberry rail yard in Williamsport. The project grew out of discussions 
between UGI and Todd Hunter, LVRR's Marketing Director. Propane is shipped 
to the site via LVRR and offloaded into a bank of three 90,000 gallon horizontal 
storage tanks. 

A business development award was also presented to the Nittany & Bald Eagle 
(NBER) for routing assistance it provided to NS. NS lacked a contiguous north-
south route for shipments of sand. NBER provided the necessary link between 
Tyrone and Lock Haven. 

No other short line operator received as many awards as North Shore Railroad 
Systems. Last year. North Shore and the JRA received NS's General Managers 
Award plus awards for Marketing Initiative and Industrial Development. 
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SEDA-COG Joint Raii Autliotit^ 
Shoft Line Tax Cnedit Policy-
Novembct 14,2007 

Over the p u t two years, die SEDA-COG Joinr Rail Audionty (JRA) has discussed the Federal Short 
Line Tax Credit in r^uiar session and infotmally. This tax credit was passed to foster short line 
track improvemenls nationally and increase railroads' investments in track rehabilitation. In 2006, 
sta£f recognized a need to have an agreement in place to ensure any use ofthe tax credit-would be fbr 
the JRA's lines. Below is a recommended policy reladve to this issue: 

" Short line tax credit benefits go to the benerment of JRA lines. 
** The JRA must be fully informed relative to the operator's proposed use, allocabon, oc sale of 

tax credits applicable to tbe JRA lines. 
° The JRA must be provided detads of the tax credit applicadon as paxt of any sale of the 

operator's compames oc assets. 
* Use of die tai credit must be agreed to jointly between the JRA and operator. 
** Discussion of existing, or future, tax credits shall be pact of the quarterly meetings speaEed 

in the operating agreement between the JRA and operator. 

Background Informadon-excerpts from the minutes of tbe SEDA-COG Joint Rail Authority: 

November 9. 200S 
Ms. Robey distxibured tbe craffic data and finandals for the five (5) .Authoiicy railroads. He alsu 
discussed the crack mamtenance federal tax credit. The allowed amount could be $675,000 — 
$700,000 a year ovex che nest three (3) years for the five (5) Authotit}' railroads. The problem is thac 
the railroads do aot generate enough tax to use chis credit. However, che tax credit can be passed on 
to vendors and contractors who provide crack maintenance related services, but che process of how 
to do this IS not yet defined. \fr. Robey is also trying to determine tf these tax credits can be passed 
on to che Authonty in place of che local match for projects. The cax credits can be earned forward 
for che next 20 years. 

March 8 2006 
Federal Track Maintenance Tax Credit 

Mr. Jjm Bowers, CPA discussed chis tax credit and responded ro qucsaons from board and staff. 

Mr. Rubey made a proposal to the Board: for the next two (2) years the Authority should ask 
vendors and contractors to provide bids using cax credits and take advantage of whatever amount of 
che tax credit that we can, and che rest would go to the operator. Mr. Walls asked ifMc. Robey 
would then use this benefit for further maintenance. Mr. Robey responded he would like the benefit 
of the rest that the Authority cannot use. Mr. Femsler suggested letting the operator cake all the 
credits and then give 20% back to the Authority after three (3) years. Attomc)' O'Brien countered 
that we do not know if the operator can cake all che credits. Mr. Robey added that the Authonty may 
be able to generate additional credits he cannot The Board wants to ensure that the tax credits are 
actually used for track maintenance and upgrades. 

Mr. Stover stacgd fhar rhprr ^hnijjd be an agreement showing that tfae mtent of the tax credit ts fog. 
Oick maintenance upgrades^ If the opesitor sells his company, die credits should stay with the 
company. If the Authority would change operators, the credits would need to be pro-rated. 

Mr. Rumberper ruled tbat tfae Cax credit issue will be handled by the Operating Agreement 
Committee, with Mr. Jones, Mc. Bowers, and Attorney O'Bnen as advisors co the Commit ommitcee. 
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Subj: 45G Tax Credit 
Date: 1/4/2008 2:08:56 PM Eastem Standard Time 
From: rrwilson@a.tlanticbbn,net 
To: SSHuryitz@mqblaw.corn 
CC: rdrobey@ptd.net, wilsonesq1@aol.com 

teve: 

have checked with Dick Robey and it appears that the parties are not Inclined to disclose their 45G designation agreement to 
the Rail Authority which is subject to Sunshine Act requirements, especially prior to IRS review of the transaction. As we 

Ireviousiy discussed, IRS regs cleariy state that an "assignment" of track miles (not the tracks themselves) is only a designation 
)r purposes of making the 45G credit available to eligible rail shippers or suppliers, and does not involve the transfer of any 

interest in the tracks themselves. Dk:k has advised the Authority that the agreement is limited to a designation of track miles 
olely fbr purposes of 45G, thus there is no transfer of any JRA property interest as a result of the transfer of the tax credits. sole 

Ivhil lile we understand the Board's interest in this transaction, I would point out that the tax credit was enacted by the Congress to 
create an Incentive fbr Class II and III railroads to undertake necessary track maintenance expenditures and not defer 

maintenance on those lines. As you know, under the JRA Operating Agreement, the operating railroads have agreed to maintain 
• R A ' s tracks in accordance with the elevated maintenance standards set forth in the operating conb'act and are doing so. Thus 
% e operating railroads have fully met their track maintenance obligations to JRA at levels that already exceed rail industry 

maintenance standards. As intended by Congress, the tax credit has thus enabled the operating railroads to undertake this 

fnhanced level of track maintenance to the benefit of JRA's track ^cilities. Thus, JRA has and will continue to receive the 
ill benefit of enhanced track maintenance as a direct result of the 45G tax credit legislation, but there is no statutory or 

conti'actual provision that grants JRA any interest in the proceeds of Uie transfer tax credits by the operating railroads. 

»ery truly yours, 
ick Wilson 

This message may constitute privileged attomey-client communication or attomey work product, and 

Inautiiorized use or disclosure is prohibited. If you are not the intended recipient of this message, 
lease advise us by calling collect at (814) 944-5302. 

I 
I 
I 
I 
I 
I 
I 
I 
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RICHARD R. WILSON, P.C. 
Attorney at Law 

A Professional Corporation Of Counsel to: 
(814) 944-5302 127 Lexington Avenue, Suite 100 Vuono & Gray LLC 
888-454-3817 (Toll Free) Altoona,PA 16601 2310 Grant Building 
(814) 944-6978 FAX ' Pittsburgh, PA 15219 
iTwil5on(g).atlanticbbn.net - Email (412)471-1800 
v̂w v̂•mvilsonesq .com - Website (412)471 -4477 F.AJC 

851 Twelfth Street 
Oakmont. PA 15139 

August 21,2008 

Sicven Hurvitz, Esq. 
Sil University Drive 
State College, PA 16801-6699 

Re: Section 45G Track Maintenance Agreement 

Dear Steve: 

The ptupose of this letter is to propose a procedure by which you anti Keith O'Brien, Esq. 
as attomeys for the SEDA-COG Joint Rail Authority (JRA"), can review the redacted provisions 
of a track maintenance agreement executed by North Shore Raihroad Company and its affiliated 
lines with a sliipper/customer in order to utilize the track maintenance tax credit afforded to 
Class ni common carrier short lines railroads under IRS Code section 45G. The redacted 
matenal will be limited to the identity ofthe sliipper/customer. 

The track maintenance agreement contains a confidentiality provision which precludes 
any public release, announcement or statement regarding the agreement or the transaction 
contemplated thereunder without the prior written consent ofthe parties to the agreement. 
Accordingly, consistent with that provision, Nortli Shore Railroad Company and its affiliated 
lines are willing to make this Agreement available solely to you and Attomey O'Brien, as 
counsel for the JRA on a confidential basis so you can examine the text ofthe agreement to 
render a legal opinion to the JRA as to whether the assignment of railroad track miles for 
purposes of claiming the tax credit under IRS Code Section 45G. results m or constitutes a 
defauU or violation ofthe operator's obligations under the operating agreement with the JRA. 
iVIy clients, of course, beheve that this assignment does not constitute a default or violation and 
they would have to contest any detemiination to the contrary. 

Under these anangements, we understand that you will not release the track maintenance 
agreement to tlie JRA Board or staff and upon completion of your examination of the agreement, 
you will retum all copies of it to North Shore Railroad Company counsel. Furthermore, we 
understand that your examination ofthis agreement will be limited to rendering the above legal 
opinion and that your legal opinion will be communicated solely to the JRA board members and 
its executive director in executive session. To the extent pennitted by apphcable law, you will 
maintain the contents ofthe agreement in confidence, and will reftise to provide a copy ofthe 
same to third parties seeking disclosure ofthe same under the Pennsylvania Right to Know Act. 

Exhibit F 
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65 P.S. §66.1. In the event you receive a fonnal request for disclosure under die Right to Know 
Act, you will notify us of such request and permit us an opportunity to inter\-ene in any 
administrative, judicial or quasi judicial proceedings seeking to require public disclosure ofthe 
agreement. We ftirther understand that unless otherwise required by a court of competent 
jurisdiction, your legal opinion will be discussed and considered by the JRA Board and staff in 
executive session pursuant to 65 Pa. C.S.A/ §708(1), (4) and/or (5). 

Finally, these anangements pertain only to the confidential treatment to be accorded the 
track maintenance agreement to facilitate your review of that document on behalf of JRA and 
notiiing contained herein shall be deemed or construed to constimte any agreement with or 
acceptance by north Shore Railroad Company and its affiliated lines of any legal opinion or 
conclusions rendered by you to JRA and North Shore Raihoad Conipany and its affiliated lines 
expressly resei^'es all of their legal rights with respect thereto. 

If these anangements are acceptable to you. to .A.rtomey O'Brien and to the JRA, please 
have this letter executed by Attomey O'Brien, yourself and your client and retum it to me in the 
enclosed self-addressed, envelope provided for that purpose. I will then fonvard a copy ofthe 
redacted track agreement to your for your review. 

Very truly yours, 

RICHARD^. WILSON _. 

By f><^--.^-;y-J-^--J.L 
Richard R. Wilson, Esq. 
Attorney for North Shore Railroad Company 
and .Affiliated Rail Lines 

We the undersigned, hereby acknowledge that the terms in the above letter are aqieptable 
and we agree to be bound. • ' a ' 

Date: ŷ^ 
^̂ __ Stevfin,S^HuWitz 

• " t Keith O'Brien, Esq. 

SEDA COG JOINT RAIL AUTHORITY 

By: 
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65 P.S. §66.1. In the event you receive a formal request for disclosure under the Right to Know 
Act, you will notify us of such request and peimit us an opportunity to inter\'ene in any 
administrative, judicial or quasi judicial proceedings seeking to require public disclosure ofthe 
agreement. We ftirther understand that unless otherwise required by a court of competent 
jurisdiction, your legal opinion will be discussed and considered by the JRA Board and staff in 
executive session pursuant to 65 Pa. C.S.A/ §708(1), (4) and/or (5). 

Finally, these anangements pertain only to the confidential treatment to be accorded die 
track maintenance agreement to facilitate your review of that document on behalf of JRA and 
nothing contained herein shall be deemed or constmed to constitute any agreement with or 
acceptance by north Shore Railroad Company and its affiliated lines of any legal opinion or 
conclusions rendered by you to JRA and North Shore Railroad Company and its affiliated lines 
expressly rescues all of their legal rights with respect thereto. 

If these anangements are acceptable to you, to Attorney O'Brien and to the JRA, please 
have this letter executed by Attomey O'Brien, yourself and your client and retiim it to me in the 
enclosed self-addressed, envelope provided for that purpose. I will then fonvard a copy of the 
redacted track agreement to your for your review. 

Very tmly yours, 

RJCHARD^. WILSON ^ 
r- '̂ ^ • 

By: />H-^^^. -'-W \A,-i/. Ml̂  
Richard R. Wilson. Esq. 
Attomey for North Shore Railroad Company 
and Affiliated Rail Lines 

We the undersigned, hereby acknowledge that the tenns in the above letter are acceptable 
and we agree to be bound. 

D a t e : . ^ : ^ C X l ^ ^ 
Steven S. Hun-iiz 

Keith O'Brien, Esq. 

SEDA COG JOINT RAIL AUTHORITY 

/ " / 
/ ./ 



RICHARD R. WILSON, P.C. 
Attorney at Law 

A Professional Corporation Of Counsel to: 
(814) 944-5302 127 Lexington Avenue, Suite 100 Vuono & Gray LLC 
888-454-3817 (Toll Free) Altoona, PA 16601 2310 Grant Building 
(814) 944-6978 FAX Pittsburgh, PA 15219 
rrwilsonfaiatlanticbbn.net - Email (412)471-1800 
www.rrwilsonesq .com - Website (412) 471 -4477 FAX 

851 Twelfth Street 
Oakmont, PA 15139 

September 17,2008 

Steven Hurvitz, Esq. 
811 University Drive 
State College, PA 16801-6699 

Re: Section 45G Track Maintenance Agreement 

Dear Steve: 

We are in receipt ofthe executed letter of understanding dated August 21, 2008 and 
accordingly, I am forwarding for your review consistent with the terms of that letter, a redacted 
copy ofthe track maintenance agreement executed by North Shore Railroad Company and its 
affiliated lines with a shipper/customer under the provisions of Section 45G ofthe Intemal 
Revenue Code. 

If you have any questions in connection with the terms ofthis agreement, please contact 
me. 

Very truly yours, 

RICHARD R. WILSON 

RichardR. Wilson, Esq. 
Attomey for North Shore Railroad Company 
and Affiliated Rail Lines 

RRW/bab 
Enclosure 
xc: North Shore Railroad Company 

Keith O'Brien, Esq. 
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RICHARD R. WILSON, P.C. 
Attorney at Law 

A Professional Corporation Of Counsel to: 
(814) 419-8152 518 N. Center Sti-eet, Ste. 1 Vuono & Gray LLC 
888-454-3817 (Toll Free) Ebensburg, PA 15931 2310 Grant Building 
(814) 419-8156 FAX Pittsburgh, PA 15219 
rwilson@rrwilson.net - Email (412)471-1800 
www.rrwilsonesq.com - Website (412) 471 -4477 FAX 

851 Twelfth Street 
Oakmont, PA 15139 

July 30, 2009 

Steven Hurvitz. Esq. 
McQuaide, Blasko, Fleming & Faulkner, Inc. 
811 University Drive 
State College. PA 16801-6699 

Re: Section 45G Track Maintenance Tax Credit - Document Review 

Dear Steve: 

You recently requested that I contact my client North Shore Railroad Company and 
affiliated lines ("Operators") and determine whether or not they would be willing to release the 
2006-2007 Track Maintenance Agreement for review by Attomey Jack Stover on behalf of the 
SEDA-COG Joint Rail Authority under the same confidentiality agreement which we used to 
make that document available to you and Attomey Keith O'Brien for a similar review last year. 
In discussing this matter with my client, he expressed several reservations and concems 
regarding this request which I will share with you in order to determine whether or not we can 
reach an agreement on satisfactory arrangements for Attorney Stover's review ofthe Track 
Maintenance Agreement. 

As you recall, the confidentiality arrangements negotiated with you and Attomey O'Brien 
were intended primarily to protect the commercial confidentiality of that agreement and the sale 
oftax credits covered by that agreement while limiting its dissemination to counsel for JRA and 
precluding public dissemination under various statutory provisions to which JRA is subject. 
Your review ofthe agreement was limited solely to the question of whether or not the 
assignment of track miles for purposes of Section 45G ofthe Intemal Revenue Code constituted 
as assignment which required JRA approval under the 2006 Operating Agreement and for no 
other purpose. Since you and Keith O'Brien represented JRA in connection with the current 
operating agreement negotiations, you were both fully knowledgeable conceming the intent of 
the parties in connection with the negotiations that resulted in the Operating Agreement. 
Furthermore, you were also familiar with the background of those negotiations and the fact that 
no provision ofthe Operating Agreement addressed Section 45G tax credits which were then 
pending before Congress. Moreover, under the terms ofthe Operating Agreement, the JRA is 
not an operating common carrier railroad and is not an eligible tax payer for purposes of Section 
45G ofthe Intemal Revenue Code. Finally, under Section 45G the "assignment" of track miles 
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as used in the IRS regulations conveys no interest in railroad property and is used solely for 
purposes of calculating the permissible tax credit. 

Given these facts and whatever advice you and Keith provided to the Rail Authority in 
connection with your review ofthe Track Maintenance Agreement, my clients are concemed that 
the JRA has sought fiirther legal advice in connection with this matter not from an attomey with 
a tax or rail background but from a high profile litigator. I recognize that Attomey Stover may 
be only the initial point of contact at Buchanan Ingersoll in connection with a review ofthe 
Track Maintenance Agreement by other attomeys within the firm, but I think you will recognize 
it is equally possible that the JRA is looking for legal advice that will bolster its assertions 
repeatedly expressed in meetings with my clients that a portion ofthe tax credit proceeds should 
be paid to JRA not withstanding its ineligibility to receive tax credit proceeds under the Intemal 
Revenue Code and the absence ofany provision in the Operating Agreement conceming the sale 
of track maintenance tax credits. 

As vou mav be aware, our clients have recentlv initiated an informal dialogue to address 
issues of credibility and trust in connection with information provided under the Operating 
.Agreement by the Operators to JRA. Likewise, in this situation, the Operators have issues of 
credibility and trust regarding the intentions ofthe JRA and do not wish to place themselves in a 
position where the JRA might seek to utilize the threat of litigation to exact from the Operators a 
portion of past or future tax credit sale proceeds to which JRA is not entitled. 

.Accordingly, to avoid litigation and as a demonstration of "tmst building" my clients 
after giving this matter thoughtful consideration, will agree to release the Track Maintenance 
Agreement to Attomey Stover on the following conditions: 

1. Attomey Stover's review ofthe Track Maintenance Agreement will be subject to 
the same terms and conditions as set forth in our confidentiality letter of August 21, 2008; 

2. JRA must agree to indemnify, defend and hold harmless the Operators and the 
other parties to the Track Maintenance Agreement for any adverse financial consequences or 
damages arising from the disclosure and/or review ofthe Track Maintenance Agreement or from 
any adverse action or determination taken by the IRS or other govemment agency based on, 
arising from, or as a result ofthe review ofthis agreement by JRA counsel; 

3. JRA must waive any claims against the Operators or other parties to the Track 
Maintenance Agreement arising from or based on any opinion or advice rendered by JRA 
counsel with respect to the Section 45G sale of track maintenance tax credits; and 

4. My clients will be provided with a copy ofany opinion letters or legal memoranda 
from yourself, Attomey O'Brien, Attomey Stover, or members of his firm conceming this 
matter. 
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JRA's agreement to these conditions will assure that everybody's cards are placed face up on the 
table and that we can address the respective positions ofthe parties in an atmosphere of trust and 
cooperation rather than under a cloud of potential litigation. 

Once you have had an opportunity to discuss these matters with your client, please let me 
know how you wish to proceed. 

Very tmly yours, 

RICHARD R. WILSON, PC 

'UAll L^dL 
Richard R. Wilson, Esq. 

Attomey for North Shore Railroad Company 
Nittany & Bald Eagle Railroad Company 
Lycoming Valley Railroad Company 
Juniata Valley Railroad Company 
Shamokin Valley Railroad Company 

RRW/bab 
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MCQUAIDE BLASKO A T T O R N E Y S AT LAW 

811 University Drive, State College, Pennsylvania 16801-6699 
Additional offices in Hershey and Hollidaysburg 

(814) 238-4926 FAX (814) 234-5620 
www.mqblaw.com 

August 5,2009 

Via First Class Mail 

Richard R. Wilson, Esquire 
127 Lexington Avenue 
Suite 100 
Altoona, PA 16601 

In Re: Seda-Cog Joint Rail Authority 
Section 40(C)(G) Track Maintenance Tax Credit - Document Review 

Dear Dick: 

I received your letter of July 30, 2009 and have had an opportunity to discuss the same 
with my client. While we take issue with your characterization of certain ofthe facts serving as a 
background to the execution ofthe Operating Agreement, we see no benefit of entering into a 
dialog with respect to our client's differing perspectives. 

The Authority has engaged Attomey Stover for the purpose of securing legal advice with 
respect to its rights and obligations under the Operating Agreement. In addition to issues related 
to your client's sale ofthe Section 45(G) Sale of Track Maintenance Tax Credits, the Authority is 
seeking Attomey Stover's advice with respect to your client's recent request for a change in 
control. Attomey Stover is unable to provide the requested advice until he is afforded the 
opportunity to review all relevant documents, including the Track Maintenance Agreement. 

A requirement that the Authority waive any claims against the operators or other parties 
to the Track Maintenance Agreement as a condition to permitting review ofthe document is 
unacceptable. Furthermore, it is inappropnate for either party to be expected to provide to the 
other copies of confidential legal opinions. 

We are requesting that your client reconsider its position and permit Attomey Stover to 
review the Track Maintenance Agreement under the same conditions as were imposed by your 
letter of August 21, 2008. Absent that approval, Attomey Stover will be providing opinions to 
the Authority without knowledge of all the facts. Furthermore, absent Attomey Stover's review 
ofthe Track Maintenance Agreement, the Authority will not be able to address your client's 
pending request for change in control. 

MCQUAIDE, BLASKO. FLEMING & FAULKNER, INC. 

Slale College OITici! John W Blasko R Mait FauUuKr David M Weud Slevoi S Huiviu James M Honie Wendell V Counney Danyl R Sfamak Mark RiBhter Darnel E Bnghl 
Janine C GBaondi John A Snyder April C Simpson Allen P Nody Kalhenne V Oliva Kalheniie M Allen Wayne'L Mowoy. Jr Chena L Glenn-Han 
Livnia N Oluwole Cnsirn R Lonu Anthony A Simon Dommick J Muracco Amanda L Seelyc Thomas S Schrack Aaron T. Brooks Philip K. Miles, 111 
Ashley D Cooper SiizeneV Sims 

llcnhcy Oflice Gram H Flenuni; Maureen A Gallaj^ha Mxhael J Mohr Jonathan B Stepanian Enn K Dragann 

HuOHlaysburf Ollicc Thomas M Reese J Betuamui Yeager Sean M Burke Michael P Routch 

JohaG Lave(l89]-I96«) Roy Wilkmson. Jr (I9IS-I99S) Ddben J McOiaide(l936-l997) 

Exhibit H 

http://www.mqblaw.com


MCQUAIDE BLASKO A T T O R N E Y S AT LAW 

Richard R. Wilson, P.C. 
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Please get back to me with your response after you have had an opportunity to more fiilly 
discuss this matter with your client. 

Very truly yours, 

McQUAIDE BLASKO 

SSH:jhb 
cc: Jeffrey R. Stover, Director 

Jack M. Stover , Esquire 

Steven S. Hurvitz 

ODMA>PCDOCS''OOCSLIB2'.29829S'3 



(814)419-8152 
888-454-3817 (Toll Free) 
(814) 419-8156 FAX 
rwilson@rrwilson.net - Email 
www.rrwilsonesq.com - Website 

851 Twelfth Street 
Oakmont, PA 15139 

RICHARD R. WILSON, P.C. 
Attomey at Law 

A Professional Corporation 
518 N. Center Street, Ste. 1 

Ebensbni^,FA 15931 

Of Coimsel to: 
Vuono & Gray, LLC 

310 Grant Street 
Suite 2310 Grant Building 

Pittsburgh. PA 15219 

(412)471-1800 
(412) 471-4477 FAX 

August 17,2009 

BY E-MAIL fSSHuryitrtaimoblaw.com) Steven S. Hurvitz, Esq. 
McQuaide, Blasko, Fleming & Faulkner, Inc. 
811 University Drive 
State College, PA 16801-6699 

Re: SEDA-COG Joint Rail Authority Section 45(g) Track Maintenance Tax Credit 
- Document Review 

Dear Steve: 

1 am in receipt ofyour letter of August 5,2009 conceming the proposals advanced by my clients 
for providing outside counsel access to the proprietary and confidential Track Maintenance Agreement 
used by my clients to sell their 2006-2007 Track Maintenance Tax Credits under Section 45(g) ofthe 
Intemal Revenue Code. Since our goal is to avoid a dispute witli JRA over these issues, 1 forwarded 
your letter to Mr. Robey and he has asked me to consider ifthere are altemative or less restrictive 
arrangements under which we can reach an arrangement with JRA conceming your review ofthe 
Track Maintenance Agreement. 1 am currently in the process of examining various possibilities, 
researching their ramifications and then I will provide Dick with appropriate guidance and 
recommendations. 

As 1 am sure you realize, this is a sensitive matter for my clients and we must be certain that any 
action taken in an effort to accommodate JRA's request does not create potential problems for other 
parties with whom my clients have contractual obligations as well. 

Accordingly, once 1 have had an opportunity to complete ray review of these issues and discuss 
them witli my clients, 1 will be able to provide a fiirther response to your letter of August 5,2009. 

Very truly yours, 

RICHARD R.WILSON, P.C. 

Richard R. Wilson, Esq. 

RRW/klw/72780 
cc: Richard D. Robey 

mailto:rwilson@rrwilson.net
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From: Stover, Jeff [mailto:JStover@seda-cog.org] 
^ e n t : Wednesday, September 02, 2009 3:18 PM 
• T o : IVdiard Robey; Jeff Pontius; Gar/ Shields 
^ c Jeny Walls; Fury, George; Aikey, Kay; James A. Spendiff 

ubjecb Proposed Language for Operating Agreement c 
I 
I 

ick, 

bu had asked for some suggested language that would pertain to the federal short line tax credit and 
ould amend the existing Operating Agreement. The following would receive JRA support: 

Section 16. Restrictions. Operators further agree that they will not: 

(new h) Claim, use, transfer or assign any right or interest in federal, 
Kta te or local tax credits, loans, grants or other incentives available to Operators with respect to 
Expenses incurred in the maintenance or improvement of the Railroad 

Premises, including without limitation on tax credits available under 

tection 45G of the Internal Revenue Code, except upon the Authority's 
ncr wntten consent." 

'lease let me know your thoughts. 

t 
I 
I 
I 
I 
I 
I 
I 
I 

e'f Stover 
Executive Director 
EDA-COG Jomt Rail Authority 
01 Furnace Road 

Lewisburg, PA 17837 
70-524-4491 
70-524-9190 {F) 

'570-847-9503 (M) 
livww sedacograil org 

The path of progress takes the farm more of a winding mountain trail than a laser" Anon 
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November 6, 2009 

Mr. Jeffery K. Stover 
Executive Director 
SEDA-CoG Joint Rail Authority 
201 Furnace Road 
Lewisburg, PA 17837 

Dear Jeff: 

Please refer to your September 2"'* e-mail to me regarding 
suggested language to eunend our Operating Agreement to deal with 
Operator tax credit use. 

I understand the Rail Authority' s motivation in asking for 
this amendment. The Authority has a siibstantial capital project 
program which it is endeavoring to finance. However, I 
respectfully suggest that this amendment would be an 
inappropriate regulatory intrusion by a municipal authority into 
the financial affairs of private railroad corporations. Current 
federal legislation provides for tax credits only to private for-
profit railroad corporations. 

I understand that other municipal rail line owners are 
seeking federal funding from the Obama Administration's Economic 
Stimulus Fund Program rather than by contract amendment with 
their operations. This appears to be the path that the Rail 
Authority could follow^seeking direct federal infrastructure 
funding applicable only to governmental agencies. Since the 
world of municipally owned rail lines is much smaller than the 
private corporation short line railroad world, a focused federal 
funding program for those governmental entities would be a more 
appropriate way to address those needs. Moreover, the Obeuna 
Administration has already shown that it is looking favoreJaly on 
this type of funding by its recent grants to municipal transit 
agencies. 

By agreeing to have its Operators assume all track 
maintenance responsibility for JRA owned track under enhanced 
track maintenance standards contained in Exhibit B of our 
Operating Agreement which substantially exceed previously 
required FRA track maintenance standards, the JRA already 
receives and has received a significant annual financial 
investment in its lines from its Operating Railroad Companies. 
The increased track maintenance expenditures incurred by the JRA 



Mr. Jeffery K. Stover, November 9, 2009, Page 2 

Operating Railroads under the current existing agreement are 
rendered affordable by the availability of transfereJsle tax 
credits. This is especially true as we have seen our freight 
revenue decline in the last eighteen months. If our railroad 
companies were not to have full use of their tax credits, it 
might become necessary to institute surcharges to our shippers to 
pay for our enhanced track maintenance responsibilities under the 
Operating Agreement. 

It also appears that the adoption of this contract amendment 
woiild produce future problems for the Rail Authority. Future 
potential operators, especially those with the best operating 
competencies, will be unreceptive to such a provision in the 
Operating Agreement. And if the Rail Authority were to offer 
different Operating Agreements to different parties it would 
create significant problems of inappropriate discrimination cunong 
its bidders. 

So, for the above reasons, I think it is accurate to state 
that the Rail Authority has already obtained the benefit of the 
six years of tax credits obtained by its Operators because of the 
amount our Operating Companies have spent maintaining and 
upgrading the Rail Authority Premises. Accordingly, I must 
respectfully decline the Rail Authority's suggested tax credit 
amendment to our Operating Agreement. 

Very truly yours, 

Richard D. Robey 
Chairman & CEO 
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SEDA-COG J O I N T RAIL AUTHORITY M E E T I N G 
WEDNESDAY, NOVEMBER 11, 2009 

NEWBERRY YARD, WILLIAMSPORT, PA 
11:45 P.M. 
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AUTHORITY MEMBERS PRESENT 

John Gummo, Clinton County 
Scott Harvey, Lycoming County 
Mike Hawbaker, Centre County 
Bud Henry, Columbia Count}' 
Tom Herman, Montour Count}' 
Rick Jenkins, Columbia County 
Don Kramer, Clinton Count}' 
Michael Krcntzman, Mifflin County, 
Dennis Reitz, Northumberland County 
John Showers, Union County 
Dennis Shaffer, Umon County 
John Spychalski, Centre County 
Jerry Walls, Lycoming Count)' 

GUESTS PRESENT 

Tom Avery, Railroad Operating Companies 
Al Bubb, NRI-IS 
Todd Hunter, Railroad Operating Companies 
Mark Murawski, Lycoming County 
Russ Nicudemus, Railroad Operating Companies 
Nikki Reedy, Railroad Operating Companies 
Dick Robey, Railroad Operaung Companies 
Muni Robey, Railroad Operating Companies 
Gary Shields, Railroad Operating Companies 
Pete Simcox, Railroad Operating Companies 
Jcb Stottcr, Railroad Operating Companies 
Diana Williams, Railroad Operating Companies 

STAFF PRESEN T 

Steve Hurvitz, Esq., McQuaide Blasko Law Offices 
Kay Aikcy 
George Fury 
Steve Kusheloff 
Jeff Stover 

ADMINISTRATIVE ITEMS 

Call to Ofdet 

Mr. Walls called the meeting to order at 11:45 p.m. 
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Pledge of Allegiance 

Mr. Walls led die Pledge of Allegiance. 

Mr. Walls stated that Mr. Rcdin resigned from the SEDA-COG Joint Rail Authority. 

Mr.Jenkuis m a d e a motion that the Executive Director prepare appropriate resolution a n d p laque to 
acknowledge Mt. Redin 's service; Mr. Kramer seconded the motion; motion carried. 

Mr. Walls welcomed nevi' board member. Dr. John Spychalski who was appointed November 10, 2009 by the 
Centre County commissioners Introducaon of board members, staff, and guo- t̂s followed. 

.Mr. Stover stated that Rob Postal will be appointed November 12. 2009 to represent Miftlin County due to 
the vacancy caused by J mi Spmtbffs resignation. 

Approval (it the October 14. 200'X Mceiin^f Minutes ofthe Sl-JDA-COG Joint Rail Auihoriiy 

Mr. Herman made a motion to approi'e the October 14, 2009 meeting minutes of the SEDA-COG 
foint Rail Authority; Mr. Henry seconded the motion; motion carried. 

Treasurer's Report 

Mr. Reirz prt-sentcd the Treasurer's Report for the month of October 2009 

Mr. Harvey made a niou'on to approve the Treasurer's Report for the month uf October 2009; 
Mr. Spychalski seconded the motion; motion carried. 

Legal Issue.s 

.-\ttoriiey 1 kirv'itz stated tlial Attorney Sclirack is conunuing to work with Mr l"ury on property issues. 

.VIr. Walls asked the status of the action to quiet title in Williainsport. .•\ttorney Hurvitz stated it stands in 
limbo; wainiig on a proposal from the plainuff/property owner terniisiaiing thi' litiganon. 

Events Calendar/Projects Map/Staff Report 

Mr. Stover i)rcscnted the events calendar for November and December, the projects map, and staff report 

Mr. Stover reported that witli the discharge or Jeff Pontius from North Shore Riulroad, the Audiont}' may 
want to consider a resolution of contribuuon of Jeffs services to rail ser\'icc ui the region and to the 
.\uthority. 

Mr. Spychalski m a d e a motion to authorize the Executive Director to prepare a n d develop 
appropriate appreciation of resolution to Mr. Pontius; Mr. Heruy seconded the motion; motion 
carried. 

5. 
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Mr. Walls asked Mt. I lunter to update board members on his workuig with the Williamsport-Lycoming 
Industrial Properties Corporation on future rail served industnal parks. Mr. 1 lunter wdl share his 
presentation on Marcellus shale business development as it affects the lailroads at the December meeting. 

The meeting was recessed at 12:07 p.m. for lunch; the meeting reconvened ai 12:45 p.m. 

Operator's Status Report and Business Forecast 

:VIr. Robey referred to the Operator's Report included in the packet. 

Mr Walls asked Mr. Simcox if the 2009 maintenance of wiiy pro^,r,im 'nas bteii achieved iVlr. Simcox replied 
It IS about 95'yo achieved. Mr. Smicox reported on the types of impiovemciits tiiat were made for the 
"L'nstoppnble" movie that would represent permanent maintenance oi'wav improvemenls 

PROPERTY MANAGEMENT COMMITTEE 

.'VHegheny Power Easement fNBER) 

.Mr. I"'ur\' reported that Allegheny Power is seeking approval of an nvcrluad wire occupation of the NURR 
M:uii near I'nrt Matilda. .'\11JR;\ design requirements have been met Inr this rountii- utiliti' occupation. The 
aiility is prepared to pay the easement cost of 38,593.75. 

.Mr. Spychalski made a motion to aurhoriae the JRA officers to execute tiw Deed ofEasement for 
this triinsverse overhead occupation upon receipt ofpaynwnt from the utility; Mr. Hawbaker 
.•ieconded tlie motion; motion carried. 

OLD BUSINESS 

JRA RFAP rLVRR/NSHR Bridges Project^ Change Order 

.Mr. Fury rt;<!cweci the 2009 Rail Freight Assistance Program Budget provided as a handout. hAi. Walls 
txpl:iincd the work on the 2009 Rail Freight Assistance Program has been prcjpcrly authorized. 

.Mr Shaffer will w(}rk with Mr Stover to set up a Capital Budget <.;ijinniitii:e ir.cL-iin..'; ro ixinher discuss and 
resolve the i-.sue ofthe PPL contribuaon being applied toward tuaiructitince iiv\ the .\'i5rth Shore Railroad. 

Mr. Herman m a d e a motion to approve the JRA match for the 2009 Rail Freight Assistance Program 
projects in the amount of $89,100.00 with a Joint Rail Authority overmatch of $331.50; Mr. Reitz 
.ieconded the morion; morion carried. 

Newberry South Change Orders 

.Mr. Stover stated there are some change orders which have been :ipproved by Larson Design Group that 
need Board approval. The contract amount was increased by $4,631.50 based on these changes. 
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Mr. Shaffer m a d e a m o d o n to approve tbe set of change orders for Newberry South in the amount of 
$4,631.50; Mr. Kramer seconded the motion; motion carried. 

Mr. Stover stated there is a change order in the amount of J9,919.00 which will be borne by Bulkmatic for the 
installation of a flow meter, plumbing and electric to the manhole locauons. 

Mr. Reitz made a motion to approve the change order for Newberry South in the amount of $9,919.00 
to be recovered by Bulkmatic; Mr. Shaffer seconded the motion; motion earned with Mr. Hawbaker 
abstaining. 

Other 

Mr. Walls stated that he will be updaung committee as,signments m December .ind asked that if any board 
member is interested in volunteering to serve on rhc Propert}' Manai^cmcnt (]>immirree, Capital Budget 
("ommittec. or Operaung Agreement Committee to let him kn«nv 

Mr. Walls appointed Mr. Henry as chair of the Nonnnaung Committee and asked the following board 
members to ^crve on the committee: Mr. Showers and Mr. Kramer. The NoiiiinaUnf> Committee will 
[jrcscnt a sl.iie of officers at the December 9, 2009 mcemig. 

Operator's Change of Control 

Mr. Robey .stated that the request he made to the Rail Authority was to rciiructure the seven separate 
corporarion.s by folding them into Susquehanna Union Railroad, a lioliiiu}^ companv which has been m 
existence in-: .\ <:ouple of years. 

Mr W:ill.s i..'.!!ed for an executive session at 1.27 p.m. to discuss the ()pcTatorS < ,li:iii};c of Control. 

Mr Walls rc-i onvencd the regular nieeung at 2:45 p.m. 

Mr. Walls stared that the purpose ofthe Execuuve Session was to ibscuss ihc <')peraror"s requested change in 
control and matters related to thaf. 

Mr. Krentzman made a motion that the Joint RaU Authority reject r/ie proposed Operator's Change 
of Control; .\fr. Hawbaker seconded the morion; morion carried. 

Mr Robev .requested if it would be possible for the board tt) give r\ reason lor trie dis:ipproval ofthe 
Operator's Change of Control. Mr. Walls replied that the contract docs not require the .Authonty to disclose 
a reason, bul ui the mterest of going forward and getting this resoh ed, the Operaung Agreement Committee 
will meet to be definitive as to what will be required ofthe Operator .inri then a meetmg will be set up with 
the (Operator to outline what will be required. 

^•lr. Robey stated that what he is proposing is not actually a change of control and that there is some question 
as to the appropnatencss ofthe clause in the Operaung Agrcement about necessity of board approval for a 
change in control. 
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Attomc}' Hurvitz responded that he is of the opitiion that it is a change of control as defined under the 
agreement. Whether or not it is appropriate is a question that it goes along witli other provisions in the 
agreement that may or may not be appropriate that were agreed upon and it is clear in the Agreement that the 
Authonty has the right to reject any requested change of control. 

Public Forum 

No comme:its from the public. 

A D J O U R N M E N T 

Mr Walls adjourned the meetmg at 2:55 p.m. 

Respectfully .=;ubmitteu. 

li-tli-t\ I-l. Sic'\cr, I'Acciiiivi' Director 

I lu-rel)\ ci-r!iiv IIICM- in ini i lo \M-ve approvi-il b\ tin- SI'.l)A-C( K • Imnt lv.:iil .\iiiiioiM\ Moard ot Diiv<.ioi"s nn 
l)ii\inlK-r') 2om. 

>i-i.ri-i;\r\-/ \-̂ >\-H.m\ Sccri'i.irv 
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FINANCIAL STATEMENT 
November 2009 

SEDA-COG 

RAILROADS 

•5A1L FREsGH-

Balance - October 2009 
Checldnf;/ Investment 
Money Market 

Cash Receipts - November 2009 

Nittany & î aid I£aglc Raikoad (cngnc house rent) 
Juniata Valley Railmad (enfpne house rent) 
North Shore Roilroiid (operating fees) 
Genismore Tmcking (2009 rent) 
iVli'l'cch Services (right-of-way maps) 
Mittany Oil Company (jppbcibon fee) 
I'cnnDOT (| VR]l South' Pine St signals) 
PL-nnDOT (Newbeny South Capital Grant) 
('.rnd.1 (local share) 
Bell Lumber & Pole (lease agreement) 
trcnrge .'\ndreyknvich (Riul Freight seminar) 
|Lrsey Shore State Bank (loan payout for Newberry project - Octobir n:iinbun.Lini.>ii) 
Interest Checking 

t^a.sh Disbursements - November 2009 

5918,928.55 
5142,139.47 

51,050.00 
SS00.00 

S121.374.14 
S638.89 

5i,oao.ijo 
$200.00 

5186,95000 
S86S.947 03 

S26.136.49 
Sll),357.70 

S60.00 
S430,2% 39 

S3.717 93 

1.061.068.02 

51,651,228 57 

IpbAiepGijpmT 

: PA 17837 

•,|576) S24-449li 

I faxj524^9l?0' 

;irj@scdarcog:org 

:!http;7/ir'ai:jedaKog.orff 

Kjy .'Vikey (travel e."(pense) 
I'ljnk Uombrubki (travel L\penbe) 
John Ciuinnici (travel e\'nense) 
ScDtt I lar/ey (travel e.\pensL) 
(leor^e I k-nry (travel c.\p(.nse) 
Kick Jcn].in5 (tnvcl expense) 
1 iiniald [<r.:mLr (travel e.\pense) 
Michje! Krcntzman (travel expense) 
Mike KeJin (tr:ive! expense) 
Ocnnv Kciu (travel cxpensie) 
Dennis Shaffer (travel expense) 
JLrcy Wails (trjvcl etpcnse) 
tiuchanjn. In.qcrsoll & Kooney (legal) 
',ity of \Viliijm!.potr (Kenncdy-Kms advertising/en^inLerini;) 
Diiiy heiTi 'ailvcrliMnjy 
I3nbiem Ciiade Cro&smK Seniiiiai (̂ rcgiMralion rcim'uursLmeni) 
I Upco Ci>ii-<iruciioii (Ntwherrj' Smith) 
I Iillis-Cami^ Knguiceiing (roii.sulung - .Newbirrv South) 
Korean \X-'ar X'etcrans nt I.ycuming (Countv (donatiun) 
lerbcy Shore State Bank (credit card pmt) 
Journal of (Commerce (reference matenals) 
Ljrbun Design Group (Newberry South) 
Lycnming Valley Railroad (CP River Hndge navigation kghis.l 
McCarthy Raii Insurance Managers (uuurancc) 
N'many Bald L-.aglc Kojiroad (Walnut St. ctussing) 
Pegasus Wedding & Partv Rental (Newberry South Jedicauon rentals) 
IM'I. (former .Manne Cuips l.eague building) 
SriDA-CCXi !>taff«mcts, printing, I'l'G) 
"̂ u.-ian Stiiver (meetings) 
L'Gl-PNCi (PG F.ncrgyl (forintr Manne O.-ps l.cague bldg) 
Voided check (Rail Freight Seminar reimb) 
]jmi Payment (Jersey .Shore) 
l/jan Payment (PIB loan - .Aug thra Oct) 
l.oan Payment (M&'f) 

S84 84 
S23 23 

• 554.54 
S.31.31 
S39 39 
5.% 81 
S52 52 
575.75 
S57.57 
S23.74 
51010 

5130.29 
51,343 00 
58.7(10 00 

S-fi iO 
520(1 Cd 

S2!5,(,92 47 
S5S7 37 
5UX)00 
5336 •)! 
S146 00 

53.132 81 
51,321 56 

524,64200 
55,00000 

5138 72 
S1154 

S4'),8lM 7.S 
5208 75 
S13 25 

(270.00) 
513,672.34 

S6,)24 06 
Sl.651.91 

S334,W)7 79 

BALANCE - November 2009 
I >.ecking/lnvesuncnt 
Money Market 

' Knmbursable Items 

52,236,149.33 
5142.139.47 

52,378,288 8lJ 

file://'/ndreyknvich
http://S121.374.14
http://S26.136.49


SEDA-QpG 

RAILROADS 

December 8,2009 

Nfr. Dick Robey 
North Shore Railroad System 
356 Priestiey Avenue 
Northumberland, PA 17857 

PRESERVING 
RAIL FREIGHT 

SERVICE 

serving Ihc counims of 

Centre 

Clinton 

Columbia 

Lycoming 

Mifflin 

Montour 

Northumberland 

Union 

SEDA-COG JOINT 

RAIL AUTHORITY 

201 Furnace Rd 

Lewisburg 

PA 17837 

(570) 524-4491 

fax 524-9190 

jra(5jseda-i:og,cirg 
http:/,'jra.stdj-cog,org 

Dear Dick, 

On November 11, 2009, the SEDA-COG Joint Rail Audiority voted to reject your 
request for a change of control as defined in our standing Operating Agreement The 
matter has been referred to the Rail Audiority's Operating Agreement Committee chaired 
by ^/Iichael Krentzman; he will contact you in the near future. 

The board has since been approached by two ofyour senior managers expressing 
concem that the November acdon demonstrates a lack of confidence in the team of 
shareholders that were standing by to become minority owners in the operating 
companies and Rail Scavengers. Attached is a copy of a letter to you dated June 24,2009. 
Please review the second paragraph which deals with this situadon. As you can see, Jeff 
Stover formally let you know that the board had no objecdons to the senior management 
becoming partial owners. Note that his letter asked you to relay that sentiment to your 
team. We can only assume that was not done. 

A second important point both you and che prospecdve shareholders need to know is the 
JRA intends on issuing a Request for Proposals (RFP) approximately 18-24 months prior 
to the current operating agreement's expiradon in mid-2017. This group needs to assess 
whether their collective ownership equity at the expiradon of the current contract will be 
a bankable enterprise to compete effectively for a new agreement. By this letter, I 
request that you convey to the appropriate individuals both of these items of 
information and that you confirm your follow-up at the December 9,2009 
meedng. The JRA wants to assure the prospective new owners of the operabons will be 
successful. 

The only item before the board at this moment is your proposed change of control 
related to Susquehanna Union. Despite recent contact to us from your senior managers 
related to a subsequent sale to them, the JRA does not have in hand a sales proposal 
from you. In the event you pursue approval to sell the companies, I am enclosing a copy 
of a comprehensive list of quesuons and required informadon for the seller and buyer to 
provide as a complete package to the JRA. Most ofthe items on the list were conveyed 
to you m 2008 by Jim Spendiff. Please respond item by item. Please share this letter and 
attachments with the prospective shareholders. 

Sincerely, 

y ^ n j ^ ^ ^ 

Jerry S.WaUs 
Chairman 

SEDA-COG Joint Rail Authority Board Members 
Gary Shields, North Shore Railroad 

Enclosures 
AfEfattdMih 

l£D^ CouncJ of Gwcmmcnis 

Exhibit K 



SEDA-COG Joint RaU Authority 
December 8,2009 

Infonnat ion that shall be tequested by the Authority when asked to consider a 
'Change of Control* of the contract operator shall include, bu t is not necessarily 
l imited to , the following: 

1. Evidence of an agreement between buyer and sellcr(s) 

2. Quest ions for Seller: 

A. Terms of Sale 
Who will buy what, when.^ What corporate entities (Operating Railroad, Rail 
Scavengers, Susquehanna Union Raikoad Company, or other entity) are included in 
the sale agreement? How will the sale(s) be structured (sale of stock or assets)? When 
will sale(s) be executed? 
[When will change of control take place?) 

B. What does Susquehanna Union Railroad Company own? Who owns this holding 
company? 

C. What third party approvals, (E.G. STB, JRA, PUC, bank) are required? 
D. What "Tax Credits" arc carried forward by each JRA railroad, and how will these be 

treated in the sale? 
E. Have tax credits been transferred between the compames, and how was this 

accomplished? 
F. Arc there any other undcrstandmgs, representations, or agreements between the 

buyer and seUcr(s) 

3. Quest ions for Buyer(s): (A meeting with the buyer(s) will be scheduled) 

A. Background experience for conducting rail freight operations and maintenance 
Knowledge 
Experience 
Financial Information 

B. How will purchase be financed? (Sources of buyer financing?) 
Ĉ  How will purchase be structured? (Will a separate entity be formed for 

purchase?) 
D. Corporate and ownerslup structure after purchase? (Who will make decisions?) 
E. Any changes in management and/or workforce contemplated? 
F. Are there any understandings, representations, or agreements between the buyers 

that are not included in the purchase and sale agreement? 
G. Financial projections trending from the most recent three years. 

• 3-5-7 year cash flows and pro formas 

• Balance sheet before and after purchase 

• 3 years income statements and balance sheets with account detail and 
cost and pncing assumptions. 

• Schedule of ownership which clearly defines the bankability of 
transaction at conclusion of current operating agreement. 

(Will need to see books of company acquiring JRA contract railroads) 
(Will need to know interest payments and debt of holding company) 



SEDA-COG 
Im 

RAILROADS June 24,2009 

PRESERVING 

RAIL FREIGHT 
SERVICE 

serving the counties of 

Centre 

Clinton 

Columbia 

Lycoming 

Mifflin 

Montour 

Northumberland 

Union 

Mr. Richard Robey 
356 Priestley Avenue 
Northumberland, PA 17857 

Dear Dick: 

You are aware that the SEDA-COG Jobt Rail Authority has agreed to engage a 
special legal counsel relative to the Operating Agreement and tax credit issues. An 
attorney in Harrisburg, Mr. Jack Stover (no relation to me) of the firm Buchanan, 
TngersoU and Rooney has been engaged. He may be in contact with you or 
Attomey Wilson at some point. His selection will be ratified at the July 8 board 
meeting. Since Mr. Stover has just been selected, wc arc not likely to have any 
opinion until mid to late July. Therefore, further consideration ofyour "change of 
control" request will be deferred until the Board receives his opinion. 

Aside from your pendmg request to transfer stock to Susquehanna Umon, you may 
recall the Board provided guidance and expectations for future operations. You may 
want to revisit that information. From talking to some of your senior managers 
during other meetings or routine business interactions, it seems that some got the 
erroneous impression the Board did not want them to be part-owners. I know of no 
board member that had a philosophical problem with your senior staff having a 
partial ownership. Please relay that sentiment to them. 

SEOA-GOGJOINT 

RAILAUTHORITY 

201 Furnace Rd 

Lewisburg 

PA 17837 

(570) 524-4491 

fax .524-9190 

ira@iedi-co(;.org 
http://jra.seda-cog.Qrg 

.SmciTL-lv<Q .̂  

Jeffery K. Stover 
1 •'.\ecutivo Director 

JKS/ka 

cc: Jeff Pontius, Railroad Operaung Companies 
Gary Shields, Railroad Operating Companies 
SEDA-COG Joint Rail Authority Board Members 

AfUaudwiih 
SE OA Cound 0! Gowrmcnu 

http://jra.seda-cog.Qrg
file://�'./ecutivo


NORTH SHORE RAH^ROAD COMPANY 

356 Priestley Avenue, Northumberland, PA 17857 
Phone: (570)473-7949 

December 16, 2009 FM: (570)473-8432 

Mr. Jerry Walls, Chairman 
SEDA-CoG Joint Rail Authority 
2 01 Furnace Road 
Lewisburg, PA 17837 

Dear Jerry: 

As I promised at last Wednesday's JRA board meeting, this 
is a response to your letter of last Tuesday (December 8). 

As I noted at the board meeting, we distributed your letter 
to most of our management who will be participating in ownership 
of our companies. Several of our management staff said that 
last summer they had seen Jeff Stover's Jiuie letter saying that 
the JRA board had no problems with management ownership of the 
railroad companies but they still felt that the JRA board 
expressed no confidence in our management team by their 
rej-ection of my corporate restructuring proposal in two public 
meetings which they attended--last January and recently at the 
November board meeting. The board's actions in public meetings 
made a' much greater negative impression t h a n what was stated in 
Jeff's letter. 

Reinforcing our management staff's impression that the JRA 
board is expressing a no confidence vote in them is your 
statement, five years in the future that the JRA board intends 
to seek Requests for Proposal for the operation of the JRA's 
rail lines. They believe you are indicating that the board has 
so little confidence and regard for your present Operator's 
management team that five years hence you intend to seek a new 
operator. Also, you imply that ownership purchase terms will be 
so onerous that our management will not be eible complete its 
purchase by the end of the contract term and will have to seek 
bank financing which will put them at a disadvantage compared to 
other bidders. Does this reflect the perspective of one board 
member who told some of our employees that ^̂ Robey will suck all 
of the cash out of the railroad costpanies"? Although it is 
difficult to predict the financial future of the railroad 
companies, my current analysis, using traffic projections based 
on the past few years, indicates that our management team will 
likely complete their purchase of the railroad companies before 
the contract term expires and therefore our management team 
should have a financial advantage over the competition. • 

Exhibit L 



Hopefully, this advantage would be important to the Rail 
Authority board. 

Regarding your statement that the JRA does not have a sales 
proposal in hand, please note that I am currently proposing only 
a restructuring of our companies (see my letter to Jim Spendiff 
of April 2) . I propose to t u m over ownership to our sianagement 
through a stock buyback process over a period of several years. 
The actual change of control will occur sometime in the future 
when the stock buyback process is completed. I do not have a 
specific change of control date today because the buyback 
process will be variable depending on the financial results of 
the companies. The JRA board will be able to monitor the buy 
back process through stock ownership data as shown in the annual 
reports of the operating companies. It is my earnest rec[uest 
that the JRA board understand that I want to reward our hard 
working management by turning over my ownership of the operating 
companies to them for a discounted value compared to what an 
outside purchaser would pay. This will be accomplished under a 
process where the purchase is funded internally by the ongoing 
financial success of the operating companies. This is the 
reason why you have received letters from our management staff 
asking why the board is rejecting our plans. 

Please note, also, that many of the questions and data 
requested in the letter from Jim Spendiff in 2008 (the third 
page of your letter) are not applicable, already known, or 
irrelevant to the transfer of ownership process as I have 
proposed. There will be no changes in management other than my 
and Mrs. Robey's retirement. Corporate ownership will be 
reported each year in our annual reports. There will be no bank 
financing. And, you know all of the present management, so why 
do you need background data on them? 

So, Jerry, please, can we get on with this process of my 
retirement and the restructuring of the operating companies? We 
have spent a whole year on this topic and we haven't made much 
progress. 

I do wish you a Merry Christmas and a Happy New Year and I 
look forward to continuing discussion of this topic with you and 
the JRA board in the new year. 

R,espec t f ul ly, 

fU& 
Richard D. Robey 
Chairman and CEO 
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Main Identity - Backup 

pFrom: "Richard Robey" <rdrobey@ptd.net> 
To: "'Jeff Stover'" <JStover@seda-cog.org> 

I
Cc: "'Gary Shields" <gshields@nshr.com>; "RICHARD WILSON" <rwilson@rrwilson.net> 

Sent: Tuesday. October 06, 2009 12:53 PM 
Attach: JRAChangeControl3-30-09.DOC; JRAChangeControl5-7-09.doc 
Subject: Change of Control Documents 

•Jeff: 

You asked for my documents governing the change of control to Susquehanna Union Railroad 
Company in your email of August 21. Please refer to my letter to JRA Board Member Jim Spendiff of 

tpril 2 which I have attached, your email of April 8 asking board questions about my proposal in the April 
letter, and my email to you of May 8 containing a letter to Mr. Spendiff (which I also attach) with the 

answers to the board's questions in your April 8 email. As you can see, I am proposing only a 
Restructuring ofthe operating railroad companies at this time and I have answered the questions that the 
Board posed about this restructuring. The restructuring would be accomplished by appropriate corporate 
•Board resolutions allowing the sale and purchase of the various corporate stock after we receive STB 

approval for the transactions. These would be simple transactions since I own and control all of the stock 
nvolved. 

I am at a loss as to what documents you want me to send. Do you want to see the board 
resolutions before they are executed? 

Dick 

I
jThe message was checked by ESET NOD32 Antivirus. 

nttp://www.eset.com 

Information from ESET NOD32 Antivirus, version of virus signature database 4484 
20091006) 

10/06/2009 

mailto:rdrobey@ptd.net
mailto:JStover@seda-cog.org
mailto:gshields@nshr.com
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April 2, 2009 

Mr. James A. Spendiff 
Chairman, Operating Agreement Committee 
SEDA-CoG Joint Rail Authority 
201 Furnace Road 
Lewisburg, PA 17837 

Dear Jim: 

This is a follow up letter to my several email messages to 
the Rail Aut:hority on January 7 concerning the proposed change of 
control of our various corporations. 

After considerable discussion wit:h my legal and financial 
counselors, and due to the uncertainties presented by current 
economic conditions, I have decided to modify my change of 
control proposal as outlined in my January 7 email. I have 
decided to defer turning over control of the operating railroad 
companies to my management team. Instead I plan to have 
Susquehanna Union Railroad Company, a holding company controlled 
100% by me, acquire the operating railroad companies in a tax 
free exchange of stock. This is technically a change of control, 
since Susquehanna Union is a different entity than me personally, 
but tJiis chcuige of control is only ncnninal because as I will 
continue to exercise 100% control over the operating companies 
through Susquehanna Union Railroad Company. 

There will be no change in the management or organizational 
structure of the operating railroad companies. And, since there 
will be no financial obligations created by t hLs transaction, it 
will not affect the operating companies' ability to fulfill their 
obligations under our Operating Agreement. If requested, 
Susquehanna Union will become a signatory to the JRA Operating 
Agreement. 

We look forward to discussing this matter with you and your 
committee with the expectation that you can recommend approval of 
this nominal change of control so that we can proceed with 
simplifying our accounting and corporate structure. 

Yours truly, 

Richard D. Robey 
Chairman & CEO 



May 8, 2009 

Mr. James A. Spendiff 
Chairman, Operating Agreement Committee 
SEDA-CoG Joint Rail Authority 
201 Furnace Road 
Lewisburg, PA 17837 

Dear Jim: 

This letter provides answers to the questions presented in 
Jeff Stover's letter of April 9, 2009 concerning JRA approval of 
my proposed exchange of stock and the nominal acquisition of 
control of my operating railroad companies by Susquehanna Union 
Railroad Company. I have taken the liberty of briefly 
summarizing each question contained in Jeff s letter together 
with the answer to the question. 

1. What changes are envisioned with respect to Mr. 
Robey' s role in the every day management of the companies? 

Mim and I have transitioned responsibility for daily 
operations to our management group and staff. We will, 
however, continue to exercise executive supervision and 
oversight of corporate administrative matters, financial 
performance, operational planning and JRA relations. We 
will also continue participation in all major and long term 
decisions affecting our companies. 

2. Does the proposed change aid/detract or make no change 
to levels of service and MOW provided by the operating 
companies? 

The proposed change of control will not change levels of 
service or maintenance of way provided by the operating 
companies under the terms of the Operating Agreement. 

3. If the proposed change does not improve service or 
maintenance of way, what benefit does the JRA gain by approving 
the change in control? 

The acquisition of control of the operating railroad 
companies by Susquehanna Union Railroad Company 
consolidates stock ownership of the operating railroad 



Mr. James A. Spendiff, May 8, 2009, Page 2 

companies in a single holding company over which I will 
continue to exercise 100% stock control. As you know, 
holding compeuiies are widely used by railroads and other 
industries to consolidate and simplify accounting and 
financial systems. Efficiencies derived from these changes 
will improve our management and financial information 
systems and reduce costs and administrative overheads to 
the benefit of our companies and the rail services we 
provide to JRA and our shippers. 

4. How will these changes impact the efficiency/complexity of 
the relationship with the JRA? Will JRA work with a holding 
company or management of the operating companies or both? 

The proposed restructuring will not change any 
relationships with JRA. The existing management structure 
and personnel of each operating railroad will be adopted 
and implemented by Susquehanna Union Railroad Company. 
Accordingly, JRA will continue to interface ahd work with 
the same management personnel as in the past. 

5. What is the status of your April 2, 2008 letter to the JRA 
which indicates that SURC was going to be sold to Jeff Pontius? 

The April 2, 2008 letter has been superseded by later 
correspondence to the JRA concerning the proposed 
restructuring. When I wrote the April 2, 2008 letter, 
there was still a requirement for certain joint agreements 
and financing arrangements which never came to fruition. 

6. Do you intend to revisit any previous proposals concerning 
the disposition of your companies to one or more members of your 
management group? 

I still plan to sell my ownership in my companies to my 
management group but those plans have been postponed and 
will have to be developed sometime in the future in light 
of current economic conditions. I believe that any such 
sale should be fair to my management group and should not 
impose an undue financial burden on any of these 
individuals. I intend to be governed by these principles 
in any future transaction. 

7. Provide a clear explanation as to why you want to use this 
approach. 
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The purpose of this transaction is to simplify our 
management, financial and accounting structures as outlined 
above in this letter. 

8. Please indicate the mechanism by which current and future 
tax credits will be assigned and used for improvements to track 
and related facilities in a form that can be incorporated into 
the Operating Agreement. 

The nominal change of control that I have proposed has no 
bearing on and will not affect the assignment or use of 
current or future tax credits. Under our Operating 
Agreement we have accomplished substantial improvements to 
JRA tracks and facilities and our procedures for annual 
maintenance of way programming are well suited to continue 
this progress in the future. 

I hope this letter answers the questions tJiat JRA board 
members have posed and that the Board will approve the nominal 
change of control transaction which I have proposed. 

Sincerely, 

Richard D. Rob 
Chairman & CEO 
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December 8,2009 

Mr. Jerry Walls, Chairman 
SEDA-COG Joint Rail Authority 
201 Furnace Road 
Lewisburg, PA 17837 

Dear Jerry: 

Thank you for your letter of December 8,2009 and this opportunity to respond to the 
concems expressed in your letter. First, I find your letter to be disingenuous. Mr. Stover's letter 
of June 24, 2009 is hardly a positive indication of Board support for equity participation by my 
management team, particularly in light of JRA communications and events occurring thereafler. 
Moreover, if, as you claim, JRA has no "philosophical" problems with my staff becoming partial * 
owners of my companies, then it is evident that the Board's rejection of our proposed transition 
is based on other issues and the Board should not be surprised that my staff was puzzled and 
upset by the Board's unexplained rejection of our proposed restructuring. 

Similarly, my management group is aware ofthe financial implications posed by the 
2017 renewal ofthe Operating Agreement and they are fully able to assess those matters not 
withstanding your comments regarding the "bankability" of future transactions. 

Finally, if you will review JRA's files I think you will find that we have already 
responded to similar inquiries firom Messrs. Stover and Spendiff regarding the relevant items set 
forth on the December 8, 2009 memo enclosed with your letter. I have attached those prior 
responses to this letter. A number ofthe items on JRA's list are not pertinent to our proposed 
restructuring and/or involve proprietary corporate information which is beyond our reporting 
requirements and JRA access to railroad records under the terms ofthe Operating Agreement. 
This is particularly true with respect to our track maintenance tax credits and how we will deal 
with those credits, if at all, in connection with our restructuring transaction. That topic is totally 
irrelevant to our restructuring and the Board's preoccupation with this issue represents an 
unwarranted intrusion by JRA into the financial and tax management activities of our railroad 
companies. Finally, 1 hardly need point out that the Board is already well aware of our operating 
and maintenance capabilities given that we have been performing those functions on JRA lines 
for over 25 years. 

Again, I appreciate this opportunity to respond to your concems. 

Sincerely, 

Richard D. Robey ^ 
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December 22. 2009 

Mr. Djck Robe>-
Nonh Shore Radroad 
.^56 I'nestley .Ave. 
NnrthiimlxirlanJ. P.\ I~R5" 

R E : Change o f Control 

Dear Dick. 

Hiis k'ticr LS in response to your letter dated December 16. 2009 

riie roiectiiM'. ol"yniir rtt]iK--T .ii ihi- Niivrmiit-r 11. 2'"''') Bi';ird meetinu v,.]". hii.o.'il 
priinaniv nn liie inaOei^iiac ot'tlie iniumn.iiinn n\,iilable tci ihc Hfi.ird wilh respect m ihe 
lr;l^l^a^tI(ln iV>r which vm ii:i\e rei]iiL'.-:[i-u .\utli"iniv .i|iprf>v.il. "I he \iiih<>niv li.i-
rfpe.iri-iij\ retjiie.-ted !» wr:;!:!!? md •. < rh.i!]'. 'Ii.it MHI pnivide \ani">iis kind-" >>t" 
iniunnaimn ciMicirnmi; \i.ijr prf.pri-ed frar.->.u-ii(>ii IV) date-, thai mfnrmanoi) ha< niii 
lx-e!i rorihcomim; in '.nur rucetit letter vnu havr t.iiiiiint>hed the impfiriaiice md 
anplii..ibilii\ di' thi.- !ni'(irm.ii:tji» .ipp.irenii'. !>a>ed in part nn your a--iimpii<)n rliai the 
.\iithi.jrilv .ilre-.id) know-. in<;>i ijt '.vhai w.!!! reijuesied. Ilie .\iith<>nt\ doc> mil have 
imicli 'it 'ihi- ini'irmatinn. espccialh iniurmautjn in a written Umn un whicii the 
.\iithoriiy can relv. .\> one mnple example, we liad n> check the attendance record? at 
llie nieeiiii^' attended h\ Mnir nianayeinent team lo determine even whu the pmeiiiial 
new nwner-; are pn^pn-ed in i)e 

In 'in. 1V.1.-.I. iijii jiave wriiie!; :n yeiierali'ie- rii>ar(iini> the imancial arrani;eni«-ni- !•> 
acv''iir.piish the propo<ed ch.mi;e DrC'.-r.iroi. hiii the \iiih<>riiv needN. ainfuiu ijfher 
n'..iiter-. I" .-ee huw iju- iruinpame-" :!:M!ICI- r'ln -iipp')ri ilte iran>a«.iji)n. talon}: mni 
aifi'iin; .ill '.imr variiai« 'iri'ani.'.ii!' ii- Hie entire .\nthnritv Dnard i- concemeil whelher 
:ln re-iriicMiriny and uhanvi 'U •.•'inir"! Tanyaitiiin^ will »iipp<'rt luim-ienn iinancial 
•i.i'niiir. .md el!ei ir. i- laii -en li'e .md m.isn'eiMiu i- i •!" u.i'. 

I nc;i>M-il IA liie .\ml-.-srii". - li-i .'i'ljiiL-Jr'ri- iLit-d Deceir.ijer S. 2'i"V '.""nr ( ipiratmu 
.\i;reeiiieiu (,i)miiiiiiee l̂  jirtpared ii meei •Ailii von tn di-cu— '.our tran-aiiion Helore 
wc can >chedule tin- ineelini'- imwevi-r. Me must have a coinr>rehensi\c ceMimise uni ' 
detailed written an.<wers. tci each item on the enclosed list. .\i a n-.ecang. wc wnll then 
rev lew the response,* to each item with • ou -o ihat the Board can be t'ullv int'inned. 

' - i n c e r e i \ . , 

|err\ > \\all-= 
Chairmai: 

l - .nc l i i - i i re 

cc C.iarv Shields. .\or'.ii Sh'ire Raiir'ud 
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SEDA-COG Joint Rail Authority 
December 8,2009 

Infonnation that shall be requested by the Authority when asked to consider a 
'Change of Control* of the contract operator shall include, but ia not necessarily 
limited to, the foUowing: 

1. Evidence of an agreement between buyer and seller(s) 

2. Quest ions for Seller: 

.•\. Terms ot Sale 
Who will buy what, when? \XTiat corporate cnnties (Operating Railroad, Rail 
Scavengers. Susquchatina L'luon Railroad Coinpany, or odier cntit\') are Included in 
the sale agreement? How will the sale(s) be structured (sale of stock or assets)? When 
will sale(s) be executed? 
|\XTien will change ot control take place?] 

li. NXTiat docs Susquehanna Union Railroad f>)nipany own? Who owns this holding 
company? 

C. What third party approvals. (\-'..Ci. SlTi, IR.\. I'LC, bank) are required? 
D. What "Tax (Credits" are earned t'orwartl by each )R.-\ railroad, and how will these be 

treated in (he sale? 
\'.. I lave rax credits ijceii tnuisterred between fhe companies, and how was this 

accompli.slied? 
1- .\rc there anv other iindersiamlinj;s, representations, or .igrccments between the 

buyer and sellerls) 

3. Questions for Buycr(s): (A meeting with the buycr(s) will be scheduled) 

.\. Background expenence For coiulucnng rail treight operaneins and maintenance 
Knowledge 
l-l.\penence 
I'lnancial Inlorinniion 

1̂ . I |i)w will |)urchase be tinaticedr 'Nmrces ot lju\er tinancing?) 
<'.. I liAv will purchase he stnicriiredr 'Will a separate entir\- be tormed For 

purrha.se.-) 
D (""jrporate arul ownershij) structure atier purchase (Who will make dccisujiis?) 
\-'.. .\ny changes in management and/or w«irktf>rce conremplatod? 
!'. .Are there any undcrstanduigs. representations, or agreements between die buyers 

that are not included in the purchase and sale agreement? 
( j . Iinancial projccnons trending From the most recent three years 

• '^-5-~ year cash flows and pro tomias 

• Balance sheet beForc and at'ter purchase 

• }> years inct^ine statements and balance sheets with account detail and 
cost and pricing assumptions. 

• Schedule of ownership which clearly dcfmes the bankability of 
transacuon at conclusion ot current (operatmg agrcement. 

fWill need to sec books of company acquinng J R.\ contract railroads) 
(Will need to know interest payments and debt of holding company) 

file:///XTiat
http://purrha.se


VERinCATION 

I, Richard D. Robey, verify that the statements made in the foregoing Petition for 

Exemption are true and accurate to the best of my knowledge, information and belief. 

(lai. If U f o 
ifATE 
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VERIFICATION 

I, Richard D. Robey, verify that the statements made in the foregoing Verified 

Statement of Richard D. Robey are true and accurate to the best of my knowledge, 

infonnation and belief 

j-r^-TjoiD 
DATE 



CERTIFICATE OF SERVICE 

I, Richard R. Wilson, hereby certify that a true and correct copy ofthe foregoing 

Petition for Exemption and Verified Statement of Richard D. Robey was served this 7* 

day of April 2010, upon the following by U.S. first class, postage prepaid mail: 

Jeffrey Stover 
SEDA-COG Joint Rail Authority 

RR 1 Box 372 
Lewisburg, PA 17837 

Stephen S. Hurvitz, Esq. 
811 University Drive 

State College, PA 16801-6699 

Keith G. O'Brien, Esq. 
BAKER & MILLER, PLLC 

2401 Pennsylvania Avenue, N.W., Ste. 300 
Washington, DC 20037 

Richard D. Robey 
Susquehanna Union Railroad Company 

356 Priestley Avenue 
Northumberland, PA 17857 

Richard R. Wilson, Esq 
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